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FOREWORD 


ver the next four decades, the United States will undergo 

a demographic transformation the likes of which this 

country has never seen. The non - Latino White 
population is projected to shrink, from 198 million in 2022 to 
179 million people in 2060, even as the U.S. population 
continues to grow. Its decline is driven by falling birth rates 
and the rising number of deaths as the non - Latino White 
population ages. 

At the same time, the population of people who are Two 
or More Races is projected to be the fastest growing racial or 
ethnic group, followed by Asians and Latinos. The causes of 
their growth, however, are different. For Latinos and people 
who are Two or More Races, high-growth rates are largely the 
result of high rates of natural increase, given the relatively 
young age structure of these populations. For Asians, the 
driving force behind their growth is high - net international 
migration. African Americans will continue to represent the 
second largest racial group in the U.S. with a foreign - born 
population that is expected to grow by more than 100 percent 
by 2060. 
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Given these and other demographic changes, corporate 
America must be ready for a multicultural America. In fact,. many 
of today’s top cities are already multicultural majorities. These 
shifts are changing how companies approach business in the 
most fundamental ways. Advertising will continue to be a 
powerful force that drives consumer demand and an annual U.S. 
GDP of more than $24 trillion. But advertising will need to do 
more in the 21st century than sell products and services. If this 
year was any indication, advertisers will have the remarkable 
and unprecedented opportunity to redefine America. 

At Ketchum, our people unite us. We are bound by an 
ethos rooted in diversity, respect, equity, empathy, and 
representation. Our employees are foundational to how we 
look at our client’s problems and their solutions. Diversity is 
rooted in our success, no matter the country or client. 

The Big Shift is about change. Corporations must begin by 
evaluating its people, the creators and innovators of process 
and strategy. It starts with the way we see each other and the 
world around us. People decide whether we conform to the 
status quo or decide to challenge it. It is the inherent power of 
our collective humanity that will help companies sustain a 
competitive advantage in a diverse 21st - century America. 
Every single employee matters. Employees represent the 
leaders and change makers of tomorrow. They will be the 
ones forging new paths with new insights and unique lived 
experiences that will separate the leaders from the followers. 


Julie Veloz Biermoritz, EVP of Employee Experience, 
Talent Acquisition and DEI, Ketchum 
New York City, November 2023 


PREFACE 


atino marketing books represent less than 1 percent of all 

marketing books in this country.' Less than 10 percent of all 

academic articles published in the top marketing journals 
focus on the U.S. Latino consumer.? And, only 45 percent of 
corporate CEOs recognize Latinos and other multicultural 
consumers as mission critical. ? If corporations are to succeed in 
the 21 century, it is imperative that they understand how to win 
in the New Mainstream. 

The Big Shift is a marketing book that places U.S. Latinos 
and other multicultural consumers at the center of corporate 
growth. The book is about marketing in a multicultural America. 
Its publication is planned to coincide with the release of the 
2020 Census, which — if past Census releases are an indication 
— will generate tremendous interest by corporations, large 
and small. For those of us who’ve been in the marketing and 
advertising business long enough, we’ve seen this play out 
many times. New U.S. Census data present an opportunity for 
leading companies to ask whether they are doing enough to 
drive their business, and for followers and laggards to ask what 
more can they do to capitalize on the changing demographic 
landscape. The seismic shifts will require corporations across 
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all sectors to rethink their marketing and organizational 
strategies with U.S. Latinos and other multicultural consumers, 
now and in the future. Companies that do not will suffer the 
consequences. 

The Big Shift chronicles my 30 year journey in the U.S. 
mainstream and Latino advertising industry. This book is based 
on two research methodologies. The emic perspective, often 
referred to as an “insider’s view,” has allowed me to examine 
Latino marketing as a member of this tightly bound social 
group. By contrast, the etic perspective has given me the so- 
called “general market” angle on reaching Latino consumers, 
as an outsider looking in. This book benefits from these two 
complementary viewpoints, making it more objective and 
comprehensive. 

This book answers some of the most pressing questions 
of our time: What will Latino marketing look like in the future? 
What direction should the industry take? Is Latino marketing 
a consumer-driven discipline or is it driven by an outdated 
business paradigm? What does in-culture marketing look like in 
a multicultural environment? There’s no doubt in my mind that 
before we unleash the economic power of U.S. Latinos in the 
21s century, we must shed all outdated perceptions and biases 
about marketing to this population. 

The Big Shift is neither purely practitioner-driven nor purely 
academic. It is both. The book centers on a strategic framework 
designed to help marketers understand the trajectory of 
marketing to Latinos in the United States (where we were, where 
we are and where we need to go), and proposes fact-based, 
go-to-market solutions. This framework molds how the book 
is organized. Each chapter proposes significant change that 
corporations can no longer postpone or ignore. At its core, 
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this book argues that corporations must make The Big Shift by 
placing Latinos and other multicultural consumers front and 
center of mainstream marketing as a way to drive growth in an 
increasingly diverse marketplace. 
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INTRODUCTION 


arketing in the United States is currently at a crossroads. 

The U.S. advertising and marketing industry is 

encountering an unprecedented inflection point spurred 
by the convergence of demographic and business forces that 
will require all corporations to reconfigure their marketing 
capabilities. Those that adapt will not only survive—but 
thrive. Those that don’t will become obsolete and suffer the 
consequences. Corporations have two options: Follow the status 
quo and ignore change at the risk of monetizing the current 
business paradigm, which over time will lead to self-fulfilling 
failure, or adapt to the changing environment and develop new 
capabilities that can serve as the basis for self-fulfilling success 
(see Figure i). 

The Big Shift outlines a strategic framework that brand 
marketers can use to successfully navigate through this 
inflection point and grow their business with U.S. Latinos and 
other multicultural consumers in the 21*t century (see Figure ii). 
The proposed framework draws from the dynamic capabilities 
literature, which posits that companies must adapt, renew or 
reconfigure their current resources and capabilities to align with 
a changing competitive environment.® This alignment or strategic 
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fit can be a source of a sustaining competitive advantage.® The 
framework identifies three forces — consumers, organizations 
and industry — that must align with a multicultural America. 

Chapter 1 explores paradigms and paradigmatic change. It 
introduces the Hispanic Marketing Paradigm, a set of concepts 
and beliefs, including best practices, research methods 
and industry standards that have shaped marketing to U.S. 
Latinos for more than three decades. This chapter proposes 
that the Hispanic Marketing Paradigm is an outdated model 
and companies that do not make the sufficient and necessary 
changes are likely to face business declines. 

Chapter 2 deals with the bicultural Latino. It is foundational 
to the framework. For more than 30 years, the Latino advertising 
and marketing industry (ad agencies, media publishers and trade 
associations) has depicted Latinos as a linguistically and culturally 
homogeneous niche segment. This is an oversimplification of 
U.S. Latinos. This chapter proposes that marketers must replace 
the aggregated, Spanish-language-centric view that has defined 
Latino marketing for decades with a broader, more nuanced 
approach that reflects the duality of the entire Latino population.’ 

Chapter 3 introduces the Nativity-Based View, a new media 
buying and planning methodology for U.S. Latinos.® Using 
data science, we found that nativity (not language) is a better 
predictor of what Latinos consume in media. Between 70 to 80 
percent of Spanish-language linear television does not reach 
Latino Millennials, and an estimated $1 billion dollars have been 
misallocated in Spanish-language television attempting to 
reach this demographic.® The Nativity-Based View challenges 
the central notion that Spanish-language television is the “best 
way” to reach U.S. Latinos. This chapter can help brands drive 
media ROI. 

Chapter 4 revisits in-culture marketing.'° " Popularized in the 
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early 1990s, it has served as the foundation in Latino marketing, 
unifying media publishers, measurement companies, advertising 
agencies, researchers and brand marketers. This chapter 
introduces two theoretical frameworks from social psychology, 
self-referencing and optimal distinctiveness theory, that help 
explain the drivers of in-culture marketing. This chapter can help 
brands improve creative effectiveness. 

Chapter 5 looks at measurement. Traditionally, U.S. media 
ad spend has been aggregated and calculated by adding all 
consumers together. This chapter introduces the Ethnicity-Race 
View (ERV), a new measure that reports advertising spend by 
ethnicity and race.’ As the mainstream reaches a multicultural 
tipping point, marketers will need to develop new measures to 
account for all segments of the population. 

Chapters 6 and 7 examine mental models and leadership, 
and dynamic organizational capabilities, respectively. These 
chapters address important intra-organizational relationships. 
The link between mental models and organizational capabilities 
is a key part of the proposed framework, which helps address 
a number of issues that affect process and strategy within 
corporations. Both chapters suggest that corporations will 
need to make a shift in how they operate in order to achieve 
a Strategic fit between their internal resources and capabilities 
and the opportunities in the external environment." This internal 
transformation must be initiated by senior leadership, cascading 
across all levels of the organization. 

Chapter 8 provides a vision for the future, a path forward. 
It synthesizes the external factors that shape marketing today 
(Chapters 1-5) and the organizational changes (Chapters 6-7) 
required to win in a multicultural America. Chapter 8 provides a 
number of general strategies for companies which are looking 
to grow with Latinos. 
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This book centers on corporate growth with U.S. Latinos. 
Some of the strategies and frameworks mentioned in this book 
can be applied to African American and other multicultural 
consumers based on how the advertising and marketing 
industry is currently structured. The unique differences within 
and among these groups are significant and require consumer- 
specific expertise. There are no shortcuts to success. 
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CHAPTER 


UNE 


his book proposes that corporations will need to make The 

Big Shift to win in a multicultural America. Understanding 

what companies are shifting from is critical to their success. 
In this chapter, | outline a distinct set of beliefs and research 
methods that helped launch Latino marketing more than 30 
years ago. Drawing from Thomas Kuhn’s seminal book, The 
Structure of Scientific Revolutions, | review the different phases of 
paradigm creation and change, and apply them to the discipline 
of Latino marketing. Kuhn’s work serves as a conceptual model 
to help explain the paradigm that has governed the business of 
Latino marketing, which | have coined the Hispanic Marketing 
Paradigm." This chapter provides an overview of: (1) the 
structure of paradigm formation and change; (2) the creation 
of the Hispanic Marketing Paradigm; and (3) the necessary shifts 
in marketing to help drive corporate growth in the 21* century. 


BRIEF OVERVIEW OF KUHN 


Thomas Kuhn, a physicist and University of California-Berkeley 
professor of the history of science, proposed the process 
by which major changes come about in scientific fields. He 
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hypothesized that revolutions in science result from breakdowns 
in intellectual systems that occur when old research methods fail 
to solve new problems, rather than evolving gradually through 
steady and incremental inquiries by established researchers in 
a given discipline. He called the change that underlies this kind 
of revolution a paradigm shift. 

Kuhn’s thesis in The Structure of Scientific Revolutions 
centers on the notion that when a scientific field is going through 
a Stable period, most of its practitioners hold a common set of 
beliefs and assumptions. They agree on the problems that need 
to be solved, the rules that govern research and the standards 
by which performance is measured. They share a conceptual 
model — or in Kuhn’s parlance, a paradigm — that dictates 
the activities of observation, research and experimentation in 
a given sphere of specialization. Students and practitioners 
court membership in an intellectual community by embracing 
its reigning paradigm. 

Kuhn also argued that paradigms aren’t permanent. When 
practitioners encounter anomalies or phenomena that cannot 
be explained by the status quo model, the paradigm begins to 
show signs of instability. For a while, those who subscribe to the 
paradigm try to ignore the contradictions or inconsistencies that 
they find, or they make ad hoc changes to cope with immediate 
crises. Eventually, when enough anomalies accumulate to make a 
substantial number of researchers question the current paradigm, 
its challengers innovate a fresh one. If enough scientists become 
convinced that the new paradigm works better than the old one, 
they will accept it as the new norm. The replacement of one 
conceptual model by another is what Kuhn dubbed a paradigm 
shift. His book served up the classic example of substituting the 
Copernican model of the solar system for the Ptolemaic model 
and the development of Newtonian physics. Such shifts are 
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often disorderly and controversial, and the period in which they 
develop is marked by insecurity and conflict within the discipline. 

Kuhn believed that, because these shifts are so disruptive, 
they will occur only when the number of unsolved problems 
reaches a crisis point, and leading practitioners begin to focus 
on these unsolved problems. Even with mounting evidence that 
the conceptual model doesn’t work, supporters of the traditional 
paradigm resist change because they have an intellectual, 
emotional and financial investment in the accepted view. Over 
time, resistance to the new paradigm lessens as advocates 
demonstrate that it solves problems the traditional paradigm 
cannot. Most of the iconoclasts adopt a new model and their 
more traditional colleagues gradually come to accept it. Those 
who cling to the old paradigm lose their influence in the field 
because the vanguard simply ignored their work. When that 
happens, the paradigm shift is complete and the theory that was 
once revolutionary becomes conventional. 


HISPANIC MARKETING PARADIGM 


Paradigms are essential to scientific inquiry. “No natural history 
can be interpreted in the absence of at least some implicit body 
of intertwined theoretical and methodological belief that permits 
selection, evaluation, and criticism,” Kuhn observed.” As he 
saw it, paradigms begin with the creation of avenues of inquiry 
in which a random collection of facts are gathered to help a 
scientific community explain some specific phenomena. During 
these early stages of inquiry, different researchers confronting 
the same phenomenon describe and interpret it in divergent 
ways. This “pre-paradigmatic” period features a number of 
schools vying for preeminence. Out of the competition among 
pre-paradigmatic schools, a paradigm finally emerges. 
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According to Kuhn, “To be accepted as a paradigm, a theory 
must seem better than its competitors.”'® Eight decades into the 
20" century, a new paradigm in Latino marketing provided the 
scientific community with a set of core beliefs that allowed it 
to practice its trade. These new beliefs formed the foundation 
of educating and preparing researchers in the field. From its 
earliest days, the business of Latino marketing marched to a 
strict set of paradigmatic rules that would harden into dogma. 
This Hispanic Marketing Paradigm is based on five socially 
constructed marketing principles: (1) Latinos are the largest 
and among the fastest-growing ethnic segments in the country; 
(2) they have a preference for speaking Spanish over English; (3) 
in-language media is the “best way” to reach them; (4) ethnic ad 
agencies have the unparalleled expertise over general market ad 
agencies to understand multicultural consumers; and (5) brand 
marketers need to fund Latino marketing efforts separately 
from mainstream marketing. These five edicts of the Hispanic 
Marketing Paradigm made U.S. Latino marketing a billion-dollar 
business (see Figure 1). 

The concept of a scientific community is fundamental 
to the concept of a paradigm. In the Hispanic Marketing 
Paradigm, the scientific community is comprised of a number 
of stakeholders, Spanish-language media, Latino advertising 
agencies, measurement organizations and research companies, 
that have individually and collectively played a role to establish 
and reinforce the rules governing U.S. Latino marketing. 
Brand marketers, the beneficiaries of this paradigm, helped 
popularize the principles that impelled the Hispanic Marketing 
Paradigm. By 1996, the first Latino marketing trade association, 
the Association of Hispanic Advertising Agencies (now called 
Culture Marketing Council) was launched. This helped amplify 
the Hispanic Marketing Paradigm. Latino marketing courses 
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sprung up in universities across the country; publishers cranked 
out textbooks and business primers; and symposiums and 
conferences filled halls. This new marketing discipline was 
established as a silo, an extension of the mainstream that posed 
little threat to mainstream marketing. 

Fundamentally, paradigm-based research is “an attempt to 
force nature into a preformed and relatively inflexible box that 
the paradigm supplies,” ” as Kuhn put it. No effort is made to 
call forth new phenomena or discover anomalies. And when 
anomalies pop up, they’re usually discarded or ignored. The 
Hispanic Marketing Paradigm conceptualized Latinos as culturally 
and linguistically homogeneous, which helped differentiate 
them from non-Latino Whites. (It is common knowledge 
that the U.S. Latino population is diverse and comprised of 
many countries around the world.) Nevertheless, the Hispanic 
Marketing Paradigm was designed to aggregate the intra- 
cultural differences of U.S. Latinos, constructing a pan-ethnic 
segment with generalized cultural similarities that were easy for 
brand marketers to understand.”® 

Language is at the epicenter of the Hispanic Marketing 
Paradigm. Latinos are characterized as preferring Spanish over 
English, and exhibiting an emotional response to in-language 
advertising (i.e., Share of Heart).'"2 The Nielsen language 
quintiles are an example of how syndicated research and 
media measurement companies helped shape the Hispanic 
Marketing Paradigm from the get-go. The language quintiles 
measure language-use-at-home across five levels: (1) Spanish 
only; (2) more Spanish than English; (3) about the same; (4) 
more English than Spanish; and (5) English only. Although 
language is just one variable in culture, the Hispanic Marketing 
Paradigm made it its core. Spanish was not only used to define 
the U.S. Latino population, it defined U.S. Latino marketing. 
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This language-centric paradigm fueled the in-language media 
industry with linear television making up the overwhelming 
majority of ad spend. 

In addition to language, focusing on the cultural differences 
between Latinos and non-Latinos helped justify different 
marketing approaches. In-culture marketing is a methodology 
that uncovers unique cultural factors that help explain consumer 
behavior.”° 2! This approach helped an entire industry target 
Latinos in-language with culturally relevant insights. Much of 
the work perpetuating the Hispanic Marketing Paradigm was 
instrumental in the industry’s growth. Kuhn called this normal 
science, and “mopping up” is what normal science is all about. 
It’s the activity that keeps most scientists engaged throughout 
their entire careers, compressing reality into inflexible boxes or 
silos that help define the paradigm. In the end, paradigms gain 
their status by being more successful than their competitors in 
solving problems that the group of practitioners has come to 
recognize as acute. 

One of the things the scientific community acquires with 
a paradigm is the criterion for choosing the problems it plans 
to solve. The assurance that the question has an answer /s the 
criterion. Researchers who strive to solve problems defined by 
the existing paradigm aren't just looking around. The paradigm 
frames the objectives of their research, the methodology and 
instruments to be used and even guides the thoughts researchers 
entertain about normal science. Paradigms are powerful. But 
what happens when a few researchers call out specific anomalies 
as dire, threatening the Hispanic Marketing Paradigm? 

Research and researchers with whom the scientific 
community disagrees are alienated from the industry. If new 
research does not align with a paradigm (i.e., the Hispanic 
Marketing Paradigm), its tenets are criticized and rejected, and 
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avenues used to disseminate new phenomena and research 
are closed off. It’s critical to the viability of a paradigm that 
no outliers or anomalies interfere with the writs regulating its 
discipline. Change, therefore, is the real enemy to any paradigm 
because it threatens its normal science. 

If normal science is rigid and its scientific communities 
are close-knit, how do paradigms ever change? The first step 
towards change converges on the discovery of an anomaly, 
the recognition that nature has violated the paradigm-induced 
expectations driving normal science. It’s important to note 
that discovery involves an extended process of conceptual 
assimilation, yet integrating new information doesn’t always 
lead to paradigm change. Kuhn even acknowledged that, “Not 
all theories are paradigm theories.” The emergence of a new 
theory is generated by the persistent failure of normal science to 
solve increasingly pressing puzzles. Failure of the existing rules 
is the prelude to the search for new ones. 


THE PROPOSED SHIFTS 


Today, U.S. Latino marketing is facing a slow existential crisis 
for more than a decade. This crisis has been driven by the “total 
market” advertising approach.” General market agencies are 
one-stop shops for many brands, replacing the valuable work of 
ethnic marketing agencies. The one-size-fits-all approach driven 
by non-Latino White consumers is dated and off-strategy. This 
new industry structure excludes the specialization of Latino 
and other multicultural agencies at a time when brands need 
them most. Total market hurts brands in a multicultural America 
because there are better models out there. 

So, what should marketers do? The paradigm behind 
marketing needs to move in step with the demographic, media 
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and technological changes impacting the business landscape. 
A new generation of workers with different lived experiences 
and perspectives is apt to view marketing differently. A critical 
factor in the proposed shift is the willingness of corporate 
America to leverage talent who are subject-matter experts and 
hold a specialization with the New Mainstream. Segregating the 
business by ethnicity, race and language is an outdated 20'- 
century paradigm. The convergence of the U.S. demographic 
landscape will require greater collaboration and integration 
across teams within and across brands and their advertising 
agencies. Structure will precede strategy.”? 

| have proposed a number of changes that can help 
corporations drive marketing effectiveness in today’s diverse 
landscape: (1) integrate and elevate Latinos and other multicultural 
consumers into a brand’s overall growth strategy; (2) challenge 
the cultural and linguistic homogeneity of Latinos and embrace 
the full diversity and duality of the Latino cohort; (3) rethink 
the media preferences of Latinos and reject the notion that the 
single “best way” to reach them is with in-language media; (4) 
place U.S. Latinos front and center of the new mainstream; and 
(5) rightsize media investments commensurately. 

In closing, the pioneers and industry leaders who created 
Latino marketing and worked tirelessly to position Latinos as 
a key growth segment deserve tremendous credit. The seeds 
they planted decades ago have helped the ad industry reap 
significant financial rewards. More than three decades later, 
however, the Hispanic Marketing Paradigm no longer serves 
marketers well. But neither does the “total market” approach. 
We owe corporate America new thinking and a more effective 
strategy that reflects a 21s-century marketplace. This is what the 
rest of the book will focus on. 
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CHAPTER 


TWO 


arketing is defined as a set of activities that drive 

organizational value through the customer.” This chapter 

centers on the U.S. bicultural Latino, who rightfully 
sits at the heart of our strategic framework. For decades, the 
conceptualization of U.S. Latinos has been oversimplified.?° 
This chapter challenges the Hispanic Marketing Paradigm by 
disaggregating the Latino population. In this chapter, | introduce 
a practical, two-tier conceptual framework based on nativity 
and acculturation that allows brands in any category to better 
understand and market to the diverse Latino population. It is a 
model into which any variable can be placed to drive growth. 
This chapter examines: (1) the cultural differences and similarities 
between Latinos and other population segments in the U.S., using 
Hofstede’s global cultural values framework and (2) measures 
the cultural orientation of U.S. Latinos and non-Latino Whites 
based on a Bicultural Involvement Questionnaire. Commonly 
referred to as BIQ, this questionnaire yields two independent 
measures of language use and cultural involvement in the United 
States. In this chapter, | challenge the notion that Latinos are 


29 


30 | DR. JAKE BENIFLAH 


culturally homogeneous as suggested by the Hispanic Marketing 
Paradigm and propose that it is more accurate for brands to 
redefine U.S. Latinos by their cultural duality. 


CONCEPTUAL FRAMEWORK 


Targeting U.S. Latinos in Spanish has defined Latino marketing 
for more than 30 years, creating what is today a multibillion- 
dollar industry. This is a feat few could have ever imagined 
back in the late 1980s and 1990s. More than three decades 
later, the two-tier framework proposed in this chapter supplants 
language as the dominant variable in marketing to Latinos in the 
21* century. The relationship between language and thought has 
been well-established since the turn of the century,”°?? but the 
notion that Spanish defines Latinos in the United States aligns 
more with an industry narrative rather than with the Latino 
population. A more accurate conceptual framework envisions 
language as a variable within Latino marketing and not as the 
driver of its business. This is a critical, foundational shift in 
helping brands optimize targeting effectiveness and media ROI 
with Latinos. 

The two-tier framework is a simple yet powerful mechanism 
that produces insights for brands (see Figure 2). Nativity can be 
conceptualized in a number of ways, but the proposed model 
is based on how nativity is defined by the U.S. Census. The U.S. 
Census Bureau uses the term “generational status” (i.e., nativity) 
to refer to the place of birth of an individual or an individual’s 
parents. Questions about place of birth and parental place of 
birth are used to define the first, second and third+ generations. 
The first generation refers to those who are foreign born. Those 
who are born in the United States with at least one foreign- 
born parent or with two foreign-born parents represent the 
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second generation. That leaves the third+ generation, which 
includes those who are born in the United States with two U.S. 
native parents. Cultural attachment to one’s native country has 
a significant impact on a whole host of variables — everything 
from attitudes and cognition to cultural values and consumption. 
As such, nativity represents a more impactful variable, helping 
marketers identify key segments and characteristics of U.S. 
Latinos. 

The secondary dimension of the framework is acculturation. 
Acculturation deals with social and psychological change in which 
there is continuous contact and interaction among individuals 
of different cultures.°° These changes can be observed across 
domains ranging from attitudes, values and behaviors to a sense 
of cultural identity.*! 34 Although the changes implied in this 
definition can affect either or all of the groups involved (i.e., the 
culture rating for the dominant cultural group), most studies 
regarding acculturation seem to capture changes that occur in 
the group and individuals who are acculturated to a dominant 
culture.** The classic definition also implies that acculturation is 
an interactive, developmental and multidimensional process.** 
The measurement of acculturation, however, is a bit more 
complicated and subtle. There are linear acculturation models 
that are easy to implement, but limited in what they can 
measure.*° Bidimensional models, on the other hand, are more 
nuanced in what they measure, but are lengthy and may present 
feasibility issues.*° Single-proxy measures of acculturation (such 
as language) are unreliable and should be used with caution.*” 
This is an important point because marketers in the U.S. continue 
to use language as a proxy for acculturation. 

Our proposed framework assesses changes within the U.S 
Latino population across three generational levels. The framework 
is based on a bidimensional model measuring acculturation 
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across two cultural domains: Latino and American. It does not 
support the zero-sum assumptions of linear acculturation, which 
presuppose that the adoption of a host country comes at the 
expense of one’s native country.*® The construct of acculturation 
in our framework tracks two cultures simultaneously. This is 
the most accurate and complete way of understanding the 
differences and similarities of Latinos living in the United States. 

For first-generation Latinos, the level of acculturation to 
American life is low. 3? Their understanding of and resonance 
with American culture lag compared to their second- and third- 
generation Latino counterparts.*° First-generation Latinos (all 
of whom are foreign born) have a high proficiency in Spanish 
and rely on the Latino culture as a reference point to make 
sense of their new cultural surroundings.*' Over time, they 
begin to adopt more of the host country’s ways as their level of 
cultural familiarity increases.** Second-generation Latinos, all of 
whom are native born, grow up speaking Spanish and English 
and code-switch throughout their lives.** They self-identify as 
Latino, live in two cultural domains and consume content across 
a number of media platforms spanning digital, social, OTT and 
linear television.44 On the other hand, third-generation Latinos 
are also U.S. born, but are English-dominant and the most 
acculturated segment of all Latinos. 

The following section of this chapter presents key findings 
of an important study comparing all U.S. multicultural segments 
based on Hofstede’s six dimensions of national culture. Contrary 
to popular belief, the results show a considerable level of 
convergence in cultural values between Latinos and other 
segments of the U.S. population.** Specifically, Latinos were 
not found to be all that different across a number of cultural 
values when compared to U.S. non-Latino Whites, Asians and 
African Americans.“ This finding challenges the widespread and 
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long-held belief that Latinos possess different cultural values 
from U.S. non-Latinos and other multicultural groups.*’ 


U.S. CULTURAL VALUES STUDY 


Cross-cultural research acknowledges that individuals living in 
different societies diverge in their cultural values.*® 49 According 
to Hofstede, culture is “the collective programming of minds that 
distinguishes the members of one group or category of people 
from others.”°° Similarly, other scholars have described culture 
as shared motives, values, beliefs, identities and interpretations 
or meanings of significant events that result from common 
experiences of members of collectives and are transmitted across 
age generations.*' Given that cultures vary in terms of values, it’s 
important for marketers to understand cross-cultural variation 
in values to determine the appropriateness of marketing and 
advertising strategies.°* 

Hofstede developed a model of six dimensions of national 
culture that helps explain basic value differences. °* The six 
cultural dimensions are: Power Distance (PDI); Individualism 
(IDV); Masculinity (MAS); Uncertainty Avoidance (UAI); 
Long-Term orientation (LTO) and Indulgence (IND).°* These 
dimensions are measured on a scale from O to 100. The model 
is based on quantitative research and gives scores for 75 
countries and regions. In the second edition of his book Cu/ture’s 
Consequences, Hofstede described more than 200 external 
comparative studies and replications that have supported his 
indexes.°° The dimensions can be used to explain differences in 
people’s needs and motives, communication styles, language 
structure and metaphors and concepts used in advertising 
across different countries.°° A brief description of each cultural 
dimension follows: 
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Power Distance Index (PDI): The Power Distance Index is 
defined as “the extent to which the less powerful members 
of organizations and institutions (like the family) accept and 
expect that power is distributed unequally.”*” In this dimension, 
inequality and power are perceived by the lower strata, or the 
followers. A higher index mark indicates that hierarchy is clearly 
established and executed in society, without doubt or reason. 
A lower index mark signifies that people question authority and 
attempt to distribute power. 

Individualism vs. Collectivism (IDV): This index explores the 
degree to which people in a society are integrated into groups.°*® 
Individualistic societies have loose ties that often only relate 
an individual to his/her immediate family. They emphasize the 
“I!” versus the “we.” Individualism’s counterpart, collectivism, 
describes a society in which tightly integrated relationships tie 
extended families and others into in-groups. These in-groups 
are undoubtedly loyal to family and support each other when a 
conflict arises with another in-group. 

Uncertainty Avoidance (UAI): The Uncertainty Avoidance 
Index is defined as “a society’s tolerance for ambiguity,”°? 
in which people embrace or avert something unexpected, 
unknown or deviating from the status quo. Societies that score 
a high degree in this index opt for stiff codes of behavior, 
guidelines and laws, and generally subscribe to absolute truth, 
or to the belief that one lone truth dictates everything, and 
people know what it is. A lower degree in this index shows more 
acceptance of differing thoughts or ideas. In a society that tends 
to impose fewer regulations, ambiguity is more tolerated, and 
the environment is freer flowing. 

Masculinity vs. Femininity (MAS): In this dimension, 
masculinity is defined as “a preference in society for achievement, 
heroism, assertiveness and material rewards for success.”©° Its 
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counterpart represents “a preference for cooperation, modesty, 
caring for the weak and quality of life.”®’ Women in these 
respective societies tend to display different values. In feminine 
societies, they share modest and caring views equally with men. 
In more masculine societies, women are somewhat assertive 
and competitive, but notably less than men. In other words, 
they still recognize a gap between male and female values. This 
dimension is frequently viewed as taboo in highly masculine 
societies. 

Long-Term Orientation vs. Short-Term Orientation (LTO): 
This dimension addresses how different countries relate to 
the past, present and future. A lower ranking on this index 
(short-term) indicates that traditions are honored and kept, and 
steadfastness is valued. Societies with a high ranking (long-term) 
view adaptation and circumstantial, pragmatic problem-solving 
as a necessity. A country that is oriented toward the short- 
term usually has little to no economic development, whereas 
countries with a long-term orientation continue to develop. 

Indulgence vs. Restraint (IND): This dimension refers to the 
degree of freedom that societal norms give citizens in fulfilling 
their human desires. Hofstede defined Indulgence as, “a society 
that allows relatively free gratification of basic and natural human 
desires related to enjoying life and having fun.”® Its opposite 
number, per Hofstede, is “a society that controls gratification of 
needs and regulates it by means of strict social norms.” 

In 2016, | had the privilege of working and publishing a 
study with Marieke de Mooij in the Journal of International 
Consumer Marketing.®* We applied Hofstede’s VSM (Values 
Survey Module) methodology to a number of ethnic groups in 
the U.S. Our goal was to determine the degree to which within- 
group differences existed across six cultural dimensions. It was 
the first of its kind. We produced matched samples for Mexican 
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Americans, Latinos of Cuban origin, Latinos of Puerto Rican 
descent, African Americans, Chinese Americans and non-Latino 
Whites. Geometry Global, a global shopper-marketing agency, 
sponsored the data collection and recruitment of a sample of 
1,400 respondents: 200 U.S. Latinos (Cuban); 200 U.S. Latino 
(Mexican); 200 U.S. Latino (Puerto Rican); 200 U.S. Asian 
(Chinese); 300 African American and 300 non-Latino Whites. 
For each of these cultural groups, the following variables were 
measured: age (18-34, 55-49); nativity (U.S. born, foreign born); 
gender (male, female); income ($25,000-$49,999 and $50,000- 
$75,000); education (high school graduate/some college) and 
employment (part time/full time). 

The study’s most interesting finding was that the values 
of the various ethnic groups in the United States (except for 
Chinese Americans) substantially overlap with those of non- 
Latino Whites in the U.S.6 This was demonstrated by the 
relatively small differences between the dimension scores of 
the various ethnic groups (see Table 2) and the national levels 
of nations (see Table 2.1). As found in other studies, African 
Americans scored as individualistic as non-Latino Whites.®’ ° 
In fact, all groups in our study scored individualistic and low 
on power distance. Our study did not confirm the conventional 
wisdom among marketers that U.S. Latinos are collectivistic 
compared to non-Latino Whites. In fact, only Chinese Americans 
scored significantly lower on individualism. All groups scored 
relatively high on the masculinity-femininity dimension, which 
conforms to the scores of the countries of origin. African 
Americans scored lowest on uncertainty avoidance, with Cuban 
Americans scoring highest. All groups scored low on long- vs. 
short-term orientation, to the surprise of the Chinese Americans, 
who typically score high on this value. Yet, this segment scored 
lowest on indulgence vs. restraint (IVR), which points to the 
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original Chinese value of thrift. Mexican Americans scored 
highest on IVR, which reflects the values of their country of 
origin, Mexico. 

Table 2.2 outlines the cultural dimension scores between 
U.S.-born and foreign-born Latinos and Chinese Americans, 
and Table 2.3 reports cultural scores by age.® 7° In summary, 
nativity matters when comparing cultural values across groups 
within the United States. In several cases, a relationship with the 
country of origin can be found among the older demographic, 
which may signal the effects of acculturation within a group. 
Analysis of the two age groups reveals that Millennials across 
the various ethnic groups are not more similar to each other 
than the elder groups.”' Contrary to our expectations, no clear 
pattern emerged.’”* There were a few striking findings, such as 
young African Americans who scored higher than their elders 
on all dimensions, while young Chinese Americans scored 
lower than their senior counterparts.” For the three Latino 
groups, the results were more diffuse.” The cultural dimension 
scores among groups in the United States (i.e., Latinos, African 
Americans, Asians and non-Latino Whites) suggest that there’s 
no uniform cultural pattern for multicultural consumers in the 
U.S. and that country of origin and ethnic and racial differences 
and similarities do exist, simultaneously.”> No single pattern, 
however, described any one group across all the dimensions 
of culture, and no accurate cultural generalizations could be 
made.’° 

The study was conducted with the general hypothesis that 
ethnic and racial groups in the United States differ across all 
cultural dimensions. After all, they self-ascribe to different 
races and ethnicities. So naturally we expected differences to 
emerge among groups. This was not the case. The data were 
inconclusive, with some ethnic groups converging on some 
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cultural dimensions while other groups diverged on others.’’ 
This may suggest that ethnic consumers in the United States are 
not as different as they’ve been made out to be by marketing 
professionals. 

The main takeaway of our study is that culture is not 
necessarily a zero-sum game: Some ethnic groups in the United 
States diverge on some cultural dimensions and diverge on 
others.’® Interestingly, the findings of our study affirm a long- 
held principle that Hofstede’s research has made for decades: 
There is generally less cultural diversity within a nation than 
across nations.’?®? It’s possible that cultural differences in the 
United States exist because it’s a country of immigrants from 
diverse nations around the world. This may explain why our 
research found divergence on some cultural dimensions. For 
those groups whose cultural values showed minimal differences, 
the trend of cultural convergence can be explained by the fact 
that they tend to reside in one country where they live and work 
side-by-side. 


U.S. CULTURAL ORIENTATION STUDY 


Today, marketers consider Millennials a coveted segment of the 
Latino population. They make up 29 percent of all Latinos and 
are characterized by their ability to speak in two languages and 
live in two cultures.®* But is this true for just Millennials? Or do 
other segments within the Latino population also exhibit a sense 
of cultural duality? 

In the following section, | plan to unpack the cultural 
orientation of Latinos across three cohorts (Millennials, Gen 
Xers and Boomers) and show how nativity and acculturation 
affect the degree to which Latinos adopt different dimensions 
of the Latino and U.S. cultures. The findings in this section can 
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help organizations develop a more nuanced bidimensional view 
of all Latino consumers. Acculturation reflects a complex set 
of attitudinal and behavioral changes that individuals undergo 
when they sustain contact with members of a host (dominant) 
social group (U.S.).°4 These changes can be observed across a 
number of domains, such as attitudes, values, behaviors and 
a sense of cultural identity.®> Cultural orientation, on the other 
hand, can be defined as the degree to which individuals actively 
engage in the traditions, values and practices of a specific 
culture.®° 

Published in a special issue of the Journal of Brand Strategy 
entitled “Multicultural Marketing,” a study examined the 
differences and similarities of three Latino generational segments: 
Millennials (18-29 years); Gen Xers (30-44 years) and Boomers 
(45-65 years).®” The study recruited 1,200 respondents (900 
Latinos and 300 non-Latinos). It utilized a proxy acculturation 
scale (PAS-3) to measure acculturation, comprised of three 
factors: language of interview, language spoken at home and 
proportion of life lived in the U.S.8° The model was coded 
using a five-point scale, ranging from Spanish only to English 
only. The higher the score, the greater the acculturation level. 
Despite the limitations of unidimensional acculturation models, 
the Cronbach’s alpha for the PAS-3 is high at 0.79. (For more 
information on the PAS-3, refer to Cruz, et a/.).°° 

This study, entitled Challenging the Belief that All U.S. 
Hispanics Are Culturally Homogeneous: An AHAA and AARP 
Cultural Orientation and Generational Study,°° utilized the 
Bicultural Involvement Questionnaire (BIQ).%' This oft-cited BIQ 
yields two independent measures of language use and cultural 
involvement reflecting a respondent’s orientation to both U.S. 
culture (Americanism) and Hispanic culture (Hispanicism). 
Responses to all 33 items are scored on a scale of 1-5, with 
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higher scores denoting greater orientation to the target 
culture or language (i.e., American). The Cronbach’s alphas for 
these two subscales are high at 0.93 (Hispanicism) and 0.89 
(Americanism). 

The BIQ is comprised of two subscales: the American 
Cultural Orientation Scale (ACOS) and the Hispanic Cultural 
Orientation Scale (HCOS). The ACOS can be obtained by adding 
all of the items reflecting an involvement in U.S. culture (6-I0, 
21-30 and 31-37). The lowest possible score in this scale is 22 
(where a respondent scores all 1s), and the maximum score 
is 110 (a respondent scores all 5s). (For more information on 
how the BIQ is coded, refer to Szapocznik, et a/.)°* Our cultural 
orientation study produced three important findings, directly 
challenging the Hispanic Marketing Paradigm. 

Finding #1: As shown in Table 2.4, the mean score for the 
HCOS was lowest among Latino Millennials and Boomers (both 
3.5) and highest among Gen Xers (3.7). Conversely, the mean 
score for the ACOS dipped most among Gen Xers (3.6) and 
peaked among Millennials (3.8) and Boomers (3.7). These 
findings suggest that a level of cultural duality exists across all 
Latino generational segments, not exclusively among Millennials 
or the main segments of the Latino population. Despite the close 
mean scores, t-tests revealed significant differences between 
select Latino generational groups (Latino Millennials and 
Boomers) across the ACOS and HCOS. No significant differences 
were found across ACOS and HCOS for Latino Gen Xers. (See 
Cortés-Vasquez, et a/., for details).%* 

Finding #2: The study found that the cultural orientation 
of Latinos varied significantly across three acculturation levels. 
Based on t-tests shown in Table 2.5, the mean score for the 
ACOS was lowest among low-acculturated Latinos (3.2) and 
highest among high-acculturated Latinos (4.2). Inversely, the 
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mean score for the HCOS was most elevated among low- 
acculturated Latinos (4.1) and least among high-acculturated 
Latinos (3.1). HCOS and ACOS were relatively similar for 
moderately-acculturated Latinos (3.8 and 4.0, respectively). 
The study found statistically significant differences between 
ACOS and HCOS for low- and high-acculturated Latinos only. 
The mean score difference between ACOS and HCOS among 
moderately-acculturated Latinos was not statistically significant 
at the 95 percent confidence level. (See Cortés-Vasquez, et al, 
for details).%° 

Finding #3: The study found significant differences in 
cultural orientation by nativity across three generational Latino 
segments (Millennials, Gen Xers and Boomers). As shown in 
Table 2.6, the mean score differences for ACOS and HCOS 
varied significantly between U.S.-born and foreign-born Latinos 
across Millennials, Gen Xers and Boomers. In addition, the mean 
score for Latino cultural orientation was higher for foreign-born 
Latinos regardless of the generational level (4.0, 4.0, 3.9), while 
the mean score for Anglo cultural orientation was found to be 
lower for foreign-born Latinos (3.5, 3.3 and 3.4). For U.S.-born 
Latinos, the patterns were just the opposite: Mean scores for 
ACOS were higher (4.1, 4.1, 4.1) than those for HCOS (3.3, 3.2, 3.2) 
across all three generational segments (Millennials, Gen Xers, 
Boomers, respectively). The analysis of variance tests showed 
statistically significant differences at the 95 percent confidence 
level when comparing mean scores between HCOS and ACOS 
for foreign-born and U.S.-born Latinos across Millennials, Gen 
Xers and Boomers. (See Cortés-Vasquez, et a/., for details).°° 

This study bears several noteworthy implications. First, 
our study found significant differences in cultural orientation 
across three Latino generations. This is significant because 
it refutes the current orthodoxy that all U.S. Latinos are 
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culturally homogeneous. The study substantiates the notion 
that generational marketing can help corporations target the 
optimal Hispanic customer, and it additionally points up why 
deciphering cultural orientation among Latinos can enhance 
marketing effectiveness for corporations. 

The second major benefit of this study centers on the use 
of cultural orientation as a complement to existing acculturation 
models. While most acculturation models are based on proxy 
variables, which do not measure aspects of culture, such 
cultural-orientation scales as the BIQ can help marketers explore 
dimensions of culture (notably cultural orientation), where 
important consumer insights can be used to steer more effective 
marketing strategies. 

Third, this study sheds light on a bankable truth: There’s no 
single “best way” to target the U.S. Latino consumer. As shown in 
the study, Latinos differ substantially in their cultural orientation, 
which has direct implications on how they are reached, in what 
language they can be effectively communicated, and what 
insights can be used to develop an effective marketing strategy. 


CONCLUSIONS AND IMPLICATIONS 


Moving forward, marketers who look to the Latino population 
for growth will need to continue to explore the nuances of the 
Latino consumer with greater precision. The rise and growth 
of the bicultural U.S.-born Latino will continue to pressure the 
marketing community to better discern and measure cultural 
differences within the Latino population, which a bidimensional 
cultural orientation scale can do quite effectively. Given that 
the future Latino demographic is projected to be increasingly 
bicultural and bilingual, the U.S. marketing community should be 
encouraged to place a greater effort on mastering the cultural 


THE BIG SHIFT | 48 


levers of consumer behavior. My intention with this chapter is 
to not only spark discussions around a scale that measures 
cultural orientation among Latinos, but to propose the need to 
understand the changing Latino consumer bidimensionally and 
with greater cultural sensitivity. 
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Table 2 
U.S. Cultural Dimension Scores by Race and Nationality 


Non-Latino White _ 


African American 


‘Latino Mexican descent ; 


‘Latino Puerto Rican descent 


Latino Cuban descent 


Chinese American 


Note: PDI = Power Distance Index; IDV = Individualism-Collectivism, MAS = Masculinity, 
UAI = Uncertainty Avoidance Orientation, LTO = Long Term Orientation, 
IVR = Indulgence v. Restraint. Scores based on Hofstede’s VSM 2013 formula. 


Source: De Mooij, M. and Beniflah, J. (2016). Measuring Cross-Cultural Differences of 
Ethnic Groups Within Nations: Convergence or Divergence of Cultural Values? The 
Case of the United States. Journal of International Consumer Marketing. 29(1): 2-10. 
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Table 2.1 
Cultural Dimension Scores by Country 


United States 
Mexico 


Costa Rica 
Trinidad 

Surinam 

China 

West Africa/Ghana 
Puerto Rico 


=i 


Note: PDI = Power Distance Index; IDV = Individualism-Collectivism, MAS = Masculinity, 
UAI = Uncertainty Avoidance Orientation, LTO = Long Term Orientation, 
IVR = Indulgence v. Restraint. Scores based on Hofstede’s VSM 2013 formula. 


Source: De Mooij, M. and Beniflah, J. (2016). Measuring Cross-Cultural Differences of 
Ethnic Groups Within Nations: Convergence or Divergence of Cultural Values? The 
Case of the United States. Journal of International Consumer Marketing. 29(1): 2-10. 
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Table 2.2 
U.S. Cultural Dimension Scores by Nationality, Total and Nativity 


‘Mexican Total 


Mexican U.S. Born 


Mexican Foreign Born 


U.S. Puerto Rican Total 


Puerto Rican U.S. Born 


Puerto Rican Foreign Born 
| Cuban Total 

Cuban U.S. Born 
Cuban Foreign Born 


Chinese U.S. Born 


| Chinese Foreign Born 


Note: PDI = Power Distance Index; IDV = Individualism-Collectivism, MAS = Masculinity, 
UAI = Uncertainty Avoidance Orientation, LTO = Long Term Orientation, 

IVR = Indulgence v. Restraint. Scores based on Hofstede’s VSM 2013 formula. Nativity 
is operationalized by U.S. born and foreign born. 


Source: De Mooij, M. and Beniflah, J. (2016). Measuring Cross-Cultural Differences of 
Ethnic Groups Within Nations: Convergence or Divergence of Cultural Values? The 
Case of the United States. Journal of International Consumer Marketing. 29(1): 2-10. 
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Table 2.3 
U.S. Cultural Dimension Scores by Race, Nationality, Total and Age 


Non-Latino White Total 
Non-Latino White 18-34 
Non-Latino White 35-49 
Mexican Total 

Mexican 18-34 

Mexican 35-49 

Cuban Total 

Cuban 18-34 

Cuban 35-49 

Puerto Rican Total 
Puerto Rican 18-34 
Puerto Rican 35-49 


African American Total 
African American 18-34 


African American 35-49 
Chinese Total 


Chinese 18-34 
Chinese 35-49 


Note: PDI = Power Distance Index; IDV = Individualism-Collectivism, MAS = Masculinity, 
UAI = Uncertainty Avoidance Orientation, LTO = Long Term Orientation, 
IVR = Indulgence v. Restraint. Scores based on Hofstede’s VSM 2013 formula. 


Source: De Mooij, M. and Beniflah, J. (2016). Measuring Cross-Cultural Differences 
of Ethnic Groups Within Nations: Convergenceor Divergence of Cultural Values? The 
Case of the United States. Journal of International Consumer Marketing. 29(1): 2-10. 
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Table 2.4 
Cultural Orientation Mean Scores for U.S. Latinos by Generational Level 


Source: Cortés-Vasquez, L., Montenegro, X., Willoth, S., Santiago, C., and Beniflah, J. 
(2014). Challenging the Belief that All U.S. Hispanics Are Culturally Homogeneous: 
An AHAA and AARP Cultural Orientation and Generational Study. Journal of Brand 
Strategy. 3(3): 235-244. 


HCOS = Hispanic Cultural Orientation Scale. ACOS = Anglo Cultural Orientation 
Scale. 


50 | DR. JAKE BENIFLAH 


Table 2.5 
Cultural Orientation Mean Scores for U.S. Latinos by Acculturation Level 


Source: Cortés-Vasquez, L., Montenegro, X., Willoth, S., Santiago, C., and Beniflah, J. 


(2014). Challenging the Belief that All U.S. Hispanics Are Culturally Homogeneous: 
An AHAA and AARP Cultural Orientation and Generational Study. Journal of Brand 
Strategy. 3(3): 235-244. 


HCOS = Hispanic Cultural Orientation Scale. ACOS = Anglo Cultural Orientation 
Scale. 
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Table 2.6 
Cultural Orientation Mean Scores for Three U.S. Latino Generations 
by Nativity Level 


Source: Cortés-Vasquez, L., Montenegro, X., Willoth, S., Santiago, C., and Beniflah, J. 
(2014). Challenging the Belief that All U.S. Hispanics Are Culturally Homogeneous: 
An AHAA and AARP Cultural Orientation and Generational Study. Journal of Brand 
Strategy. 3(3): 235-244. 


HCOS = Hispanic Cultural Orientation Scale. ACOS = Anglo Cultural Orientation 
Scale. 
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CHAPTER 


THREE 


his chapter introduces the Nativity-Based View (NBV), a 

new approach that drives targeting effectiveness and media 

ROI with U.S. Latinos. This chapter draws from a linear 
acculturation model and deconstructs it. At its core, the NBV 
challenges the Hispanic Marketing Paradigm by segmenting 
the Latino population by nativity, generating key insights and 
driving advertising effectiveness. Our research has shown that 
nativity is a better predictor (than language) in understanding 
what Latinos consume in media,” which has significant media 
investment implications for brands. In this chapter, | provide an 
overview on: (1) the empirical framework on which the NBV is 
based; (2) the impact of nativity on demographics, language 
usage and (linear) television consumption by Latinos; and (3) 
the application of the NBV on media spend for three category- 
leading brands. 


OVERVIEW 


Significant shifts in the demographic landscape combined with 
the rise of digital media over the last 20 years have transformed 
the face of marketing in the United States. Yet, for more than 
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three decades, marketing to U.S. Latinos has undergone little 
change with Spanish-language television continuing to represent 
the bulk of U.S. Latino media spend.%* | propose that there is 
a better way to drive media ROI with the Latino population 
at a time when linear television viewership is slowly declining 
and digital and social media usage is almost ubiquitous among 
Latinos and other segments. This chapter advances the Nativity- 
Based View, a new way to plan and buy media for U.S. Latinos 
based on nativity. The results of a recent NBV study show that 
foreign-born and U.S.-born Latinos are not homogeneous in 
what they watch on linear television, suggesting that Spanish- 
language television is not the “best way” to reach all U.S. Latinos. 
When nativity is coupled with age, our research has found that 
approximately 80 percent of Spanish-language television does 
not reach Latino Millennials,?? strongly suggesting that the NBV 
is a valuable tool in driving media ROI for brands. 

The U.S. Latino population represents a significant marketing 
opportunity for major corporations. Latinos represent the largest 
ethnic group in the U.S. with almost 60 million in population'°° 
and a purchasing power in excess of $1.5 trillion." By 2050, 
Latinos are projected to reach 100 million and account for an 
estimated 85 percent of the total U.S. population growth by 
2050.'2 As such, it is not surprising that marketers in virtually 
every category consider Latinos an important growth segment. In 
addition, Spanish-language television has played a fundamental 
role in marketing to Latinos since the 1980s. In 2018, leading 
corporations spent an excess of $5 billion targeting Latinos on 
Spanish-language television, representing approximately 60 
percent of total Spanish-language media spend.'°? To measure a 
growing Latino television audience, Nielsen introduced language 
quintiles in the early 1990s. This metric quantified language-use- 
at-home for U.S. Latinos across five levels: Quintile 1 measures 
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Latinos who speak “Spanish Only” at home; Quintile 2 measures 
Latinos who speak “More Spanish than English” at home; Quintile 
3 measures Latinos who speak an “Equal amount of Spanish and 
English” at home; Quintile 4 measures Latinos who speak “More 
English than Spanish” at home; and Quintile 5 measures Latinos 
who speak “English Only” at home. 

Nielsen’s language quintiles are considered one of the most 
important measures in linear television viewing for Latinos and 
have helped make language “the” variable in Latino marketing. 
The demographic landscape, however, has evolved significantly 
since the 1980s, with Millennials and Gen Z adding almost 150 
million new consumers in the U.S. over the last 20 years.!4 
During this time, the media industry experienced a revolution 
of its own with digital surpassing linear television spend for 
the first time in 2016. Nevertheless, corporations continue to 
heavily invest in Spanish-language television as a way to reach 
U.S. Latinos. This is true despite the fact that the U.S. Latino 
population is hardly homogeneous: (a) 74 percent of Latinos 
(ages 34 and under) are U.S. born, while 61 percent of Latinos 
(Gen X and Boomers) are foreign born; (b) Latinos are heavy 
users of digital and social media, as high as 85 percent are using 
their smartphones several times a day, and more Latinos across 
all ages use social media throughout the day;'°° and (c) Spanish- 
language proficiency varies significantly across all U.S. Latinos, 
thus making marketing to these consumers more nuanced and 
less straight-forward than in the past.'°” 

Historically, one of the ways marketers have conceptualized 
the Latino population has been to report on the aggregate of this 
group and compare it with the non-Latino White population. This 
is considered a between-group research design. This chapter 
proposes a different approach. The NBV contends that a within- 
group design based on nativity can generate significant insights 
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that drives media ROI for major corporations spending millions 
of dollars in Spanish-language television each year. Instead of 
using a language-based metric, the NBV offers a better way to 
target and measure the changing U.S. Latino television audience 
in the 21% century. 


ACCULTURATION FRAMEWORKS 


Acculturation is a complex process defined by the changes that 
groups or individuals undergo when they come into contact 
with a dominant culture.'°° Although there is general agreement 
that acculturation is an important topic of research, there is 
little agreement on how to conceptualize and measure it. 
Current theory suggests that acculturation is a multidimensional 
construct.'°? As such, researchers have proposed different scales 
to measure the degree to which an individual maintains their 
ethnic culture and the degree to which they participate in the 
host culture."° At least 20 acculturation scales have been used 
with the Latino population. These scales range in length from 
three to 69 items. The more widely used scales tend to be 
more comprehensive and therefore longer; for example, the 
Acculturation Rating Scale for Mexican Americans (ARSMA) 
consists of 20 items, and the revised bidimensional version, 
the ARSMA-II, contains 48 items in two separate scales, while 
the N-7, National Alcohol Survey (NAS) acculturation scale is a 
unidimensional scale based on 12 items." "? Researchers who use 
large, routinely-collected data sets frequently rely on a single- 
proxy variable to represent acculturation. Typical examples 
of single proxy acculturation measures include place of birth, 
generational status, years (or proportion) of life lived in the U.S., 
language spoken at home and interview language. The most 
frequently used and strongest single indicator of acculturation 
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is language use-at-home."’ Generational status or nativity, and 
length of time residing in the U.S. are also standard markers of 
acculturation. The advantage of using these variables is that 
they are easy to assess, and they are regularly collected in 
large surveys. However, it is important to note that single-item 
proxies of acculturation have been found to have low validity 
and reliability and should be used mindfully."4 

As shown in Figure 3, the empirical framework for NBV is 
based on the deconstruction of a popular linear acculturation 
scale comprised of four variables. The four-item Proxy 
Acculturation Scale (PAS-4) incorporates two language items 
(language-use-at-home and the language of the survey) and 
two markers of exposure to the U.S. (generational status and 
proportion of life lived in the U.S.). The PAS-4 has high internal 
consistency, has a high correlation to the NAS, provides a more 
sensitive measure of acculturation than the proxy variables taken 
individually, and has similar correlations among subpopulations 
by country of ancestry."> 

The NBV framework deconstructs the popular PAS-4 and 
examines the effect of nativity on three dependent variables 
(demographics, language-use-at-home, and_ television 
viewership). The NBV has significant implications. First, it 
challenges the Hispanic Marketing Paradigm. Secondly, the 
NBV is an innovative media approach, which can serve as an 
alternative to an outdated, demographic-based model that 
media buyers and planners have been using for decades. Thirdly, 
the NBV has been shown to drive targeting effectiveness and 
media ROI! with U.S. Latinos, saving corporations millions, 
sometimes tens of millions, of dollars. In this chapter, | argue 
that measuring U.S. Latinos in aggregate is an oversimplification. 
As corporations seek to maximize sales and drive ROI, | contend 
that the use of nativity provides marketers with greater nuances 
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in understanding this diverse population and an improved media 
ROI. 


THE IMPACT OF NATIVITY ON DEMOGRAPHICS 


Not only are Latinos changing the overall demographic 
composition of the total U.S. population, but the Latino population 
itself is undergoing unprecedented change. Between 1980 and 
2000, immigration was the main driver of Latino population 
growth, as Latino immigrants boomed from 4.2 million to 14.1 
million."© Since 2000, however, the primary source of Latino 
population growth has swung from immigration to native 
births."” Between 2000 and 2010, there were 9.6 million Latino 
births in the U.S., while the number of newly arrived immigrants 
was 6.5 million."® Overall, U.S. births alone accounted for 60 
percent of Latino population growth, and will continue to drive 
growth for this ethnic group well into the 21% century."? The rise 
of U.S. born and the slowdown of foreign-born Latino population 
growth have begun to reshape the adult Latino population. 
With the slowdown of immigration, the number of U.S.-born 
Latinos entering adulthood is beginning to accelerate. Today, 
some 800,000 young U.S.-born Latinos enter adulthood each 
year; however, in the coming decades that number will rise 
to more than a million annually. Even as the share of Latino 
immigrants decreases, rapid growth in the number of Latino 
births means that the Latino population will continue to grow at 
a steady rate. Latinos are the nation’s largest ethnic group and 
one of the fastest growing. Since 1970, the Latino population 
has increased six-fold, from 9.1 million to 53 million in 2012.'2° 
According to the latest figures from the U.S. Census Bureau, 
U.S. Latinos are projected to grow to 129 million by 2060." Its 
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share of the U.S. population, currently at 18 percent, is expected 
to reach 31 percent by 2060." 

In fact, as shown in Table 3, 74 percent of U.S.-born Latinos 
are Millennial and younger (ages 34 and under), 14 percent are 
Generation X (ages 35-49), 9 percent are Boomers (ages 50- 
68), and 3 percent are from the Silent Generation (ages 69 and 
older).'23 On the other hand, 32 percent of foreign-born Latinos 
are Millennial and younger (ages 34 and under), 37 percent 
belong to Generation X (ages 35-49), 24 percent are Boomers 
(ages 50-68), and 7 percent are from the Silent Generation 
(ages 69 and older).’4 This data suggests that U.S.-born Latinos 
are younger in age, while foreign-born Latinos are older (61 
percent are Generation X and Boomers). These age differences 
by nativity (U.S. born and foreign born) are significant and have 
major implications on marketing to Latinos. 


THE IMPACT OF NATIVITY ON LANGUAGE 


This section examines the relationship between nativity and 
language-use-at-home for U.S. Latinos. The data challenge 
the popular notion that Spanish is the preferred language for 
all U.S. Latinos. Assessing language-use-at-home by quintile, 
recent research has found that in aggregate, the data is evenly 
distributed across the five levels.’ When examining the effect 
of nativity on language-use-at-home, however, significant 
differences were found: Among first-generation Latinos, 61.2 
percent spoke “Spanish Only” and “More Spanish than English.”'26 
Among second-generation Latinos, 60.9 percent spoke “English 
Only” and “More English than Spanish.”'?” For third-generation 
Latinos, 90.5 percent spoke “English Only” and “More English 
than Spanish” (see Table 3.1).'28 

The Pew Hispanic Center uses a measure known as primary 
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language which combines survey respondent self-assessments 
of English and Spanish speaking and reading ability into a 
single measure of language ability. It is meant to summarize 
speaking and reading ability in both English and Spanish. Using 
the self-reported measures of English and Spanish proficiency 
in speaking and reading, survey respondents are classified in 
three ways: Spanish-dominant, bilingual and English-dominant. 
Respondents are classified as Spanish-dominant if they say 
they speak and read Spanish very well or pretty well, but 
their ratings of English ability in the same two categories are 
lower. Respondents are considered English-dominant if they 
say they are more proficient in English than in Spanish. Finally, 
bilingual respondents are those who say they are proficient in 
both English and Spanish. Using this measure, the survey found 
that 38 percent of Latino adults are Spanish-dominant, another 
38 percent are bilingual and the remainder (24 percent) are 
English-dominant.'29 

Understanding which language is more dominant is a 
function of a number of factors, including generational level 
or nativity, years-in-country, and others. Among foreign- 
born Latinos (first-generation), the majority (61 percent) are 
Spanish-dominant, one-third (33 percent) are bilingual, and just 
6 percent are English-dominant."° Among second-generation 
Latinos, Spanish dominance falls to 8 percent, but the share of 
bilingual Latinos rises to 53 percent, and the English-dominant 
share increases to 40 percent." By the third generation, almost 
all Latinos are either bilingual (29 percent) or English-dominant 
(69 percent).'? 
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THE IMPACT OF NATIVITY ON TELEVISION VIEWING 


This section examines the relationship between nativity and 
television viewing among U.S. Latinos. The data challenge the 
popular notion that Spanish-language television is the “best way” 
to target U.S. Latinos. According to the Pew Hispanic Center, 
among U.S. Latinos, more watch English-language television than 
Spanish language programs (45 percent versus 28 percent).!% 
Meanwhile, 26 percent report using both languages equally.'4 
Across three generational levels, conversely, the consumption of 
English-language television increases, while Spanish-language 
television decreases.’ Among foreign-born Latinos, nearly 
twice as many say they watch Spanish-language television 
compared to English (40 percent versus 25 percent).'*° One-third 
(34 percent) report watching television in English and Spanish 
Equally.'3” By the second-generation, 69 percent of Latinos say 
they watch television in Mostly or Only in English, 17 percent 
report watching television in English and Spanish Equally, and 12 
percent report watching television Mostly or Only in Spanish.'%8 
Among third-generation Latinos, 83 percent report watching 
television in English; 11 percent report watching television in both 
languages, and just 5 percent of third-generation Latinos report 
watching television Mostly or Only in Spanish.'°9 

A 2019 ThinkNow study reports that U.S.-born Latinos watch 
television that skews toward English - with 81 percent saying 
they prefer to watch television in Only English, 10 percent Mostly 
in English but Some Spanish, 8 percent Mostly in Spanish but 
Some English, and just 1 percent in Only Spanish. Meanwhile, 14 
percent of foreign-born Latinos report a preference for watching 
television in Only English, 26 percent Mostly in English but Some 
Spanish, 27 percent Mostly in Spanish but Some English, and 
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22 percent in Only Spanish. These data suggest that there is no 
single television viewership pattern across all Latinos. 

A 2016 survey-based study published in the Journal of 
Cultural Marketing Strategy found that Univision was said to be 
the most watched television network among first-generation 
Latinos, and the fifth most watched television network among 
second-generation Latinos across all dayparts (see Table 3.2).'4° 
Among third-generation television, Univision was the seventh 
most watched network."! Two interesting patterns emerged: (1) 
as generational levels increased, Spanish-language television 
network viewing among U.S. Latinos decreased; and (2) as 
generational levels increased, English-language television 
network viewing increased.’ These findings challenge the 
popular notion that Spanish-language television is the “best way” 
to reach Latinos, and suggest that marketers should consider 
alternative media publishers to reach different segments of the 
U.S. Latino population. 

We also examined C3 television viewership data for U.S. 
Latinos during primetime in 2015 for two demographic segments, 
18-34 and 35-49. The findings were surprising: seven of the top 
ten television networks during primetime for foreign-born Latinos 
(18-34 and 35-49) were in Spanish (see Table 3.3).'43 Conversely, 
C3 television viewership data for U.S.-born Latinos showed that 
eight of the top ten television networks during primetime were 
in English.'*4 The two Spanish-language networks to rank in the 
top ten television networks watched by U.S.-born Latinos were 
Univision and Telemundo."*° Among U.S.-born Latinos (18-34), 
Univision and Telemundo ranked first and fourth, respectively, 
while among the older age demographic (35-49), Univision 
ranked fifth and Telemundo ranked sixth (see Table 3.4).'4° Not 
surprisingly, U.S.-born Latinos show a preference for English- 
language television over Spanish-language television. These 


THE BIG SHIFT | 67 


findings have significant investment implications for marketers 
and challenge the 30-year-old marketing tenet that Spanish- 
language television is the “best way” to reach U.S. Latinos. 

A 2018 analysis of C3 television viewership data during 
primetime for 18-34 and 35-49 U.S. Latinos were consistent with 
our past research: Six of the top ten television networks during 
primetime for foreign-born Latinos (18-34 and 35-49) were in 
Spanish (see Table 3.5).'4” The top three television networks 
for foreign-born Latinos (18-54) were Univision, Telemundo 
and UniMas, respectively.® The ratings were higher for the 
older Latino cohort (35-49) across these three in-language 
networks.’*9 Conversely, U.S.-born Latinos show a preference 
for English-language television, regardless of age. Seven and 
eight of the top ten television networks during primetime for 
U.S.-born Latinos (18-34 and 35-49), respectively, were in 
English (see Table 3.6)."° The top three television networks 
for U.S.-born Latinos (18-34) were Univision, Telemundo and 
ABC, respectively. For U.S.-born Latinos (35-49), the top three 
television networks were NBC, ABC and FOX, respectively.'*! 

As shown in Table 3.7, amore recent analysis of C3 television 
viewership data among Latino 18+ in the first quarter of 2020 
reveal an all too familiar pattern. Six of the top ten television 
networks in 2020 for foreign-born Latinos (18+) were in Spanish: 
Univision (#1), Telemundo (#2), UniMas (#3), Estrella (#4), 
Galavision (#5), and Discovery in Espafiol (#7).'°* On the other 
hand, for the U.S.-born Latino (18+), eight of the top 10 networks 
were in English, with Univision ranking third and Telemundo 
ranking sixth.'°* Data shows that no matter the timeframe (i.e., 
year or quarter) or age, foreign-born Latinos prefer Spanish- 
language linear television, while U.S.-born Latinos show just 
the opposite pattern. What does change is the ranking of the 
networks. 
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THE IMPACT OF NATIVITY ON MEDIA RO} 


Three tests were additionally conducted using 2019 competitive 
television spend and C3 television viewership data, both measured 
by Nielsen. Three leading brands today were examined across 
different categories (QSR, automotive, and wireless). Given that 
brands consider Millennials an important growth segment, our 
study measured the effectiveness in reaching Latino Millennials 
with Spanish-language television. The results were surprising. 
As shown in Table 3.8, a leading wireless brand spent an 
estimated $39 million in 2019 on Spanish-language television.'*4 
The NBV analysis showed that $7.5 million (19 percent of the 
total budget) reached Latino Millennials (18-34); $11.2 million 
(29 percent) to Latinos, ages 35-49; and $20.3 million (52 
percent of the total budget) to Latinos, ages 50 and over.'° 
Most surprisingly, the NBV analysis revealed that approximately 
19 percent of this advertiser’s budget reached Latino Millennials 
compared to 81 percent to Latinos, ages 35 and above."® 
Additionally, this leading wireless brand spent approximately 
$33.4 million (86 percent) of its total budget reaching foreign- 
born Latinos and $5.6 million (14 percent) to U.S.-born Latinos.'°” 
As shown in Table 3.9, the NBV analysis was conducted for 
a leading brand in the automotive category. Out of an estimated 
$62.6 million spent in 2019 on Spanish-language television, 
$12.1 million (19 percent) reached Latino Millennials (18-34); $18 
million (29 percent) to Latinos, ages 35-49; and $32.5 million 
(52 percent of the total budget) to Latinos, ages 50 and over.'*® 
Interestingly, the NBV analysis revealed that approximately 19 
percent of this advertiser’s budget reached Latino Millennials 
compared to 81 percent to Latinos, ages 35 and above.'? 
Additionally, this leading automotive brand spent approximately 
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$53.6 million (86 percent) of its total budget reaching foreign- 
born Latinos and $9 million (14 percent) to U.S.-born Latinos. 

Lastly, Table 3.10 shows the NBV analysis for a leading brand 
in the QSR category. Out of an estimated $69 million spent in 
2019 on Spanish-language television, $13.3 million (19 percent) 
reached Latino Millennials (18-34); $19.8 million (29 percent) to 
Latinos, ages 35-49; and $35.9 million (52 percent) to Latinos, 
ages 50 and over.'® Interestingly, the NBV revealed that 
approximately 19 percent of this advertisers budget reached 
Latino Millennials with 81 percent to Latinos, ages 35 and above.'®! 
Additionally, this leading QSR brand spent approximately $59.2 
million (86 percent) reaching foreign-born Latinos and $9.8 
million (14 percent) to U.S.-born Latinos.'® 


CONCLUSIONS AND IMPLICATIONS 


This chapter challenges a central tenet that has driven Latino 
marketing for more than 30 years, namely that Spanish-language 
television is the single “best way” to reach all U.S Latinos. The 
debate is not whether or not to invest in linear television or 
digital. Or in the Latino consumer. The question should be: how 
much should brands invest in linear television, digital and other 
forms of media (regardless of language) to reach their intended 
Latino target? This chapter has shown that (1) foreign-born 
Latinos prefer Spanish-language linear television programming 
compared to U.S.-born Latinos; (2) U.S.-born Latinos prefer 
English-language linear television programming compared to 
foreign-born Latinos; and (3) when nativity is coupled with age, 
a nuanced measure is created that quantifies the audience reach 
of Spanish-language television programming and how much is 
allocated by age and nativity. This new measure is incredibly 
useful for agencies and brands interested in driving media ROI. 
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The Nativity-Based View provides significant benefit to 
media planning and buying for Latinos in virtually every business 
sector. Advertising agencies can use the NBV as a media tool 
to help measure television audience and drive media return-on- 
investment. Needless to say, this level of granularity can improve 
key investment decisions for brands. In 2019, corporations 
reportedly spent more than $6 billion in Spanish-language 
television’ and the NBV can help agencies target their core 
Latino segments with greater precision. For example, if brands 
are interested in targeting Latino Millennials effectively, the 
NBV can help quantify how much should be spent against this 
specific demographic. This type of precision based on nativity 
had an immediate impact in the 2016-17 Upfront season during 
which MAGNA announced the re-allocation of $250 million 
from linear television to digital.'** Since then, the NBV has been 
responsible for an additional shift of $200 million to digital 
from linear television.’ The adoption of the NBV in television 
planning and buying can improve media ROI significantly for 
brands. The NBV has also been utilized to analyze the reach of 
other ethnic consumers across other media, including digital and 
linear radio. As multicultural consumers make up the majority of 
the mainstream, more companies will continue to use the NBV 
and other models to help drive media ROI in a diverse America. 


Demographics 
Language Usage 
Media Usage 
Media ROI 


Years in Country 


ACCULTURATION (PAS-4) 


Language of the Survey 


Language Use at Home 
Source: Beniflah, J. and Hughes, B. (2016). An Industry Response: There /s a Better Way to Target the U.S. Hispanic Television Audience. Journal 


The Acculturation-Based Empirical Framework 
of Cultural Marketing Strategy. 1(2): 170-179. 


Figure 3 
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Table 3 


Table 3.1 
Latino Population Across Five Generations by Nativity Level 


Language Quintiles for U.S. Latinos by Nativity Level and Total 


6% 47% 


26% 27% 


37% 14% 
24% 9% 


7% 3% 


100% 100% 


Source: Patten, E. (2016). The Nation’s Latino Population is Defined by Its Youth: 
Nearly Half of U.S.-born Latinos Are Younger Than 18. The Pew Research Center. 
Accessed on January 23, 2020: http://www.pewhispanic.org/2016/04/20/ 
the-nations-latino-population-is-defined-by-its-youth. 


Source: Beniflah, J., Hughes, B. and Garcia, C. (2015). Paradigm Shift: The Effect of 
Nativity and Years-in-Country on Television Program Viewing across Three Hispanic 
Generational Levels. Journal of Cultural Marketing Strategy. 1(1): 19-31. 
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Table 3.2 
Television Networks Watched by U.S. Latinos by Nativity Level 


ABC | 28.9% 62.6% 60.1% 


| Azteca America | 25.2% 5.2% 1.4% 


CBS | 25.1% 41.6% 62.4% 


cw | 9.1% 19.1% 21.1% 


Estrella, | 16.1% 4.2% 11% 


FOX 31.6% 54.8% 53.8% 


| MundoFOX } 20.9% 4.2% 1.4% 


NBC 24.6% 46.8% 52.4% 


Telemundo | 58.1% 18.1% 5.5% 


31.4% 8.4% 1.7% 


63.8% 25.8% 6.2% 


|Other | 8.3% 7.4% 8.3% 


| None of the Above — | 3.3% 8.4% 6.6% 


| Do Not Watch Broadcast TV 4.5% 9.1% 14.1% 


Source: Beniflah, J., Hughes, B. and Garcia, C. (2015). Paradigm Shift: The Effect of 
Nativity and Years-in-Country on Television Program Viewing across Three Hispanic 
Generational Levels. Journal of Cultural Marketing Strategy. 1(1): 19-31. 
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Q1 2015 Ratings-Based Ranking of TV Networks in Primetime 
for Foreign-Born Latinos by Age 


Univision 


Univision 


Telemundo 


Telemundo 


UniMas 


UniMas 


Disc en espafiol 


Estrella 


NBC 


NBC 


Galavision 


MundoFOX 


Estrella 


Disc en espanol 


FOX 


ABC 


O}aoOlnN I an] om] RL WY] Nh 


ABC 


O};eaol;nwly as al] RIW] rN 


Galavision 


is) 


Azteca America 


is) 


FOX 


Source: Nielsen C3 TV ratings, Q1 2015. Copyrighted information ©2015 of The 


Nielsen Company, licensed for use herein. 
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Table 3.4 Table 3.5 
Q1 2015 Ratings-Based Ranking of TV Networks in Primetime Q1 2018 Ratings-Based Ranking of TV Networks in Primetime 
for U.S.-Born Latinos by Age for Foreign-Born Latinos by Age 
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Univision 
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FOX 


Univision 


Univision 


NBC 


Telemundo 
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Telemundo 


UniMas 
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ABC 
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Galavision 


Estrella 


CBS 


Telemundo 
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CW 
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Galavision 
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CW 
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NBC 
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O}aoOlnNI an] wm! RI WI] N 


ESPN 
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ABC Family 
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USA Network 
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NBC 
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ABC 


Source: Nielsen C3 TV ratings, Q1 2015. Copyrighted information ©2015 of The 


Nielsen Company, licensed for use herein. 


is) 


ABC 


fo) 


CBS 


Source: Nielsen C3 TV ratings, Q1 2018. Copyrighted information ©2018 of The 
Nielsen Company, licensed for use herein. 
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Table 3.6 Table 3.7 


Q1 2018 Ratings-Based Ranking of TV Networks in Primetime Q1 2020 Ratings-Based Ranking of TV Networks for U.S. Latinos (18+) 
for U.S.-Born Latinos by Age by Nativity Level 


] Univision 
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=i 
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Univision NBC 


FOX 


Telemundo 
ABC 
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Telemundo 
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Univision 
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Source: Nielsen C3 TV ratings, Q1 2018. Copyrighted information ©2018 of The Source: Nielsen C3 TV ratings, Q1 2020. Copyrighted information ©2020 of The 
Nielsen Company, licensed for use herein. Nielsen Company, licensed for use herein. 
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Table 3.8 Table 3.9 
NBV Analysis for Leading Wireless Brand in 2019 By Age, Nativity NBV Analysis for Leading Automotive Brand in 2019 By Age, Nativity 
and Total and Total 


SSS SS Ea a a 
Estimated Spend (Foreign Born) $5.1 $10.1 $18.3 $33.4 Estimated Spend (Foreign Born) $8.2 $16.1 $29.3 $53.6 
% Spend (Foreign Born) 13% 26% 47% 86% % Spend (Foreign Born) 13% 26% 47% 86% 
Estimated Spend (U.S. Born) $2.4 $1.6 $2.0 $5.6 Estimated Spend (U.S. Born) $3.9 $1.9 $3.2 $9.0 
% Spend (U.S. Born) 6% 11.2% 20.3% 14% % Spend (U.S. Born) 6% 3% 5% 14% 
Total Spend $7.5 $11.2 $20.3 $39.0 Total Spend 12.1% $18.0 $32.5 $62.6 
% of Total Spend by Age 19% 29% 52% 100% % of Total Spend by Age 19% 29% 52% 100% 


Source: Nielsen 2019 competitive spend and Spanish-language TV C3 data. NBV Source: Nielsen 2019 competitive spend and Spanish-language TV C3 data. NBV 
analysis conducted by MAGNA and the Center for Multicultural Science. Copyrighted analysis conducted by MAGNA and the Center for Multicultural Science. Copyrighted 
information ©2019 of The Nielsen Company, licensed for use herein. information ©2019 of The Nielsen Company, licensed for use herein. 
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Table 3.10 
NBV Analysis for Leading QSR Brand in 2019 By Age, Nativity and Total 


Estimated Spend (Foreign Born) 


% Spend (Foreign Born) 


Estimated Spend (U.S. Born) 


% Spend (U.S. Born) 


Total Spend 


% of Total Spend by Age 


Source: Nielsen 2019 competitive spend and Spanish-language TV C3 data. NBV 
analysis conducted by MAGNA and the Center for Multicultural Science. Copyrighted 
information ©2019 of The Nielsen Company, licensed for use herein. 
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CHAPTER 


FOUR 


fyou’re not doing multicultural marketing, you're not doing 

marketing.” This notable phrase has been attributed to 

Marc Pritchard, Chief Brand Officer of Procter & Gamble, 
when he delivered a powerful keynote speech at the Cannes 
Lions Festival in 2018. It captured the attention of almost every 
marketer in the advertising industry because it was the first 
time a major advertiser had underscored the importance of the 
multicultural population as a part of mainstream marketing. The 
U.S. Census has projected that the multicultural population will 
make up a numerical majority by 2043,'°’ so few can disagree 
with Mr. Pritchard. The question that continues to loom over 
the advertising and marketing industry, however, is how does 
corporate America adapt to a changing marketplace? 

In this chapter, | revisit in-culture marketing, a model that 
has served as the strategic backbone to the Hispanic Marketing 
Paradigm for more than three decades. | also take on the 
misguided “total market” approach used by leading general 
market ad agencies. Instead, | propose rightsizing the cultural 
silo and placing multicultural consumers front and center of 
mainstream marketing. This is truly revolutionary, if not paradigm 
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shifting. It will not be easy. But these changes will help all brands 
increase growth and marketing effectiveness in an increasingly 
diverse America. 

This chapter introduces two theories in social psychology 
that can help brands understand how to market to a multicultural 
population: (1) Self-Referencing,’©® which has shown to drive 
advertising effectiveness when information is linked to the self,!°° 
7 and (2) Optimal Distinctiveness Theory,'!”2 which helps explain 
social identity and how people come to define themselves in 
terms of their social group memberships. The chapter concludes 
by advancing an empirical model that synthesizes this research. 
These theories will help brands develop strategically sound, 
self-referencing content to their diverse customer base, while 
reducing any concerns of alienating other important segments 
of the population. 


IN-CULTURE MARKETING 


In-culture marketing needs to be revisited. This does not mean 
that culture is not important in connecting with today’s consumer, 
nor does it mean that those in charge of ethnic marketing are 
not important. Just the contrary. We must reassess, however, 
what in-culture marketing means in a multicultural America. 
It no longer makes sense to place Latino marketing in a silo, 
characterize U.S. Latinos by language, and define mainstream 
marketing by non-Latino White consumers. Instead, | propose 
a bold vision: Marketing in the 21% century will be characterized 
by a multicultural mainstream, which will transform marketing 
as we know it. The traditional ethnic and racial silo that was 
once created specifically for minority populations will rightsize 
commensurately. Marketing strategy (i.e., consumer insights, 
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etc.) will be powered by Brown and Black across all business 
categories. It is a matter of when, not if. 

Let me explain why it is important that we question the 
usefulness of in-culture marketing moving forward. Historically, 
ethnic marketing started as a silo and in-culture marketing 
served as its underlying methodology. Today, the majority of the 
population in the nation’s largest cities is currently a multicultural 
majority, with Latinos driving population growth faster than any 
other group. Different times call for different measures. 

The notion that Latinos prefer to speak Spanish at home 
and have their advertising in-language is at the center of the 
Hispanic Marketing Paradigm. Understandably, this has seldomly 
been questioned, given its importance to the advertising and 
marketing business. Latinos may prefer Spanish-language 
content compared to their non-Latino counterparts, but there 
is no scientific study to date that shows that a// Latinos prefer 
speaking Spanish or prefer advertising in Spanish over English.” 
Much of our Nativity-Based View research challenges the 
homogeneous view of U.S. Latinos. 

Moving forward, the U.S. advertising and marketing industry 
will need to agree on the nomenclature used to describe 
marketing in the 21%t century. In this book, | have put forth the 
notion that marketing in a multicultural America is inherently 
multicultural, cross-cultural or cultural in nature. As a result, | 
see the changing demography blurring the lines between ethnic 
and general market ad agencies to the point where they will 
converge on each other’s capabilities. General market agencies 
will be responsible for siloed marketing while traditional ethnic 
agencies will drive mainstream marketing. The structure of 
the industry will slowly converge, and advertising agencies 
will expand their capabilities in reaching and engaging with 
new consumer segments. The traditional in-language silo will 
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continue to focus on the needs of the specific segments of the 
population that cannot be reached by mainstream marketing. 
The ethnic consumer, which has been conveniently siloed for 
decades, will define the New Mainstream. 


MODELS OF TARGETING EFFECTIVENESS 


As | said before, in-culture marketing is a conceptual model that 
has played a significant role in building and sustaining Latino 
marketing in the United States for more than 30 years. | strongly 
believe in the value of culture, and in leveraging this construct 
in a multicultural America. The principles of marketing will not 
change in an increasingly diverse America; what will change is the 
practice of marketing. The New Mainstream is Black and Brown 
and more diverse than ever. Corporate America will need to 
understand these consumers better because they are no longer 
a minority. They represent the majority of consumers who are 
also likely to be their core customers. In this section, | introduce 
two frameworks rooted in social psychology — Self-Referencing 
and Optimal Distinctiveness Theory — that can help marketers 
apply the marketing concept in the New Mainstream." 


SELF-REFERENCING 


In cognitive psychology, self-referencing is defined as the 
cognitive processes individuals use to understand incoming 
information that pertains to them by comparing it to self-relevant 
information stored in memory.’”> Studies in psychology have 
demonstrated that self-referencing enhances learning and recall 
of information.’ ’”7 The main explanation for these findings 
is that self-referencing facilitates elaboration of incoming 
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information because the self is a highly organized, complex 
memory structure.!”8 179 

In consumer research, self-referencing has been found to 
affect persuasion.'®°"®? The research has also identified some 
of the conditions when self-referencing enhances persuasion. 
For instance, studies find that self-referencing increases 
product feature and ad message elaboration and recall, but 
only enhances persuasion when message arguments or product 
features are strong, not weak.'®? These results support the 
theory that self-referencing facilitates elaboration of incoming 
information; when the information is related to the self-concept, 
elaboration is increased and strong arguments are favored over 
weak arguments. 

Other researchers have found that self-referencing enhances 
persuasion to a certain point.'** '®° That is, moderate levels of 
self-referencing enhance persuasion, while high levels of self- 
referencing actually reduce persuasion. Similar to the Resource 
Matching Hypothesis,'®* too much self-referencing, like too much 
elaboration, leads to unrelated thought processes that impair 
persuasion, leading to an inverted-U relationship. This research 
suggests that self-referencing can increase elaboration, initially 
enhancing persuasion based on strong arguments, but later 
reduces persuasion when elaboration is too high, either from 
too much self-referencing'®’” or from self-referencing in addition 
to other elaboration enhancements.'®° 

Different streams of research evoke self-referencing by 
eliciting autobiographical memories, defined as the recollection 
of earlier events in one’s life.'°?'' In these studies, self-referencing 
does not enhance product elaboration, but rather distracts 
attention away from and eliminates the differential effects 
of strong versus weak arguments. Thinking about the self is 
shown to be an attention-consuming task. With an increase in 
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self-focus, attention to the environment diminishes, reducing the 
interference of encoding new information.'” '%% More attention is 
directed towards the autobiographical episode, while thoughts 
about product features decline. 

In the autobiographical memory studies, persuasion is 
still enhanced as a result of self-referencing, but the effect 
is due to the transfer of emotion or affect that occurs when 
the link between the brand and the autobiographical memory 
is made explicit in the ad message. When participants recall 
autobiographical memories, they generate positive affect, 
which is linked to the brand. From this research, it appears that 
an important aspect of self-referent processing is its affective 
power. Over time, the majority of autobiographical memories 
have strong affective associations built into them, which may 
help explain why highly affective incidents or autobiographical 
moments are remembered best.!%4 


OPTIMAL DISTINCTIVENESS THEORY 


The optimal distinctiveness model posits that human beings 
are characterized by two opposing needs that govern the 
relationship between the self-concept and membership in social 
groups.'® The first is a need for assimilation and inclusion, a 
desire for belonging that motivates immersion in social groups. 
The second is a need for differentiation from others that operates 
in opposition to the need for immersion. As group membership 
becomes more and more inclusive, the need for inclusion is 
satisfied but the need for differentiation is activated; conversely, 
as inclusiveness decreases, the differentiation need is reduced 
but the need for inclusion is activated. These competing needs 
hold each other in check, assuring that interests at one level are 
not consistently sacrificed to interests at the other. According 
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to the model, the two opposing motives produce an emergent 
characteristic - the capacity for social identification with 
distinctive groups that satisfies both needs simultaneously. 

The basic premise of the optimal distinctiveness model is that 
the two identity needs (inclusion/assimilation and differentiation/ 
distinctiveness) are independent of each other and work in 
opposition to form group identification. More specifically, this 
model proposes that social identities are selected and activated 
to the extent that they help achieve a balance between the 
needs for inclusion and for differentiation in any given social 
context. Optimal identities are those that satisfy the need for 
inclusion within the in-group and simultaneously serve the need 
for differentiation through distinctions between the in-group 
and out-group. In the original statement of the theory, leading 
researcher Marilynn Brewer tried to map the opposing drives 
and the point of equilibrium, as shown in Figure 4.'°° 

Researchers widely consider the inclusion-need, the 
differentiation-need or both as fundamental to self and 
identity.'9”2°° The idea that individuals prefer a balance between 
their needs for inclusion and differentiation is not novel. Rather, 
this notion is the basis for Uniqueness Theory as well as for 
a number of theories of individuation*°**°> where the needs 
for inclusion and distinctiveness are seen as being met by 
comparisons with other individuals. Optimal Distinctiveness 
Theory differs from the other motivational theories in that the 
balance between inclusion and differentiation is achieved at the 
group level, through identification with groups that are both 
sufficiently inclusive and sufficiently distinct to meet both needs 
simultaneously. 

In effect, optimal social identities involve shared 
distinctiveness.?°° 2°” Individuals will resist being identified 
with social categorizations that are either too inclusive or too 
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differentiating but will define themselves in terms of social 
identities that are optimally distinctive. Equilibrium is maintained 
by correcting for deviations from optimality. A situation in which 
a person is overly individuated will excite the need for inclusion, 
motivating the person to adopt a more inclusive social identity. 
Conversely, situations that create feelings of de-individuation 
tend to activate the need for differentiation, resulting in a search 
for more exclusive or distinct identities. 

Although hypotheses derived from Optimal Distinctiveness 
Theory have been tested by different researchers in different 
contexts, some aspects of the theory are frequently 
misunderstood. The model does not suggest that optimal 
distinctiveness is a property of some groups rather than 
others and that individuals directly seek identification with 
these optimal groups. Rather, it sees optimality as a product of 
differential activation of the opposing motives for inclusion and 
differentiation and group properties that determine its level of 
inclusiveness and distinctiveness. This leads to three principles 
that are essential to understanding optimal distinctiveness. 

First, optimal distinctiveness is context specific. Context 
affects both the activation of motives or needs and the relative 
distinctiveness of specific social categories. For example, in the 
context of a marketing conference, group identity as a marketer 
is inclusive but not optimally distinctive. In this context, shared 
identity as a market researcher is both sufficiently inclusive 
and differentiating. However, at a general business conference, 
group identity as a marketer is both inclusive and distinctive, and 
any sub-disciplinary group membership would be excessively 
differentiating. 

Second, optimal distinctiveness is a dynamic equilibrium. 
Even within a given context, optimality is not necessarily fixed, 
because inclusion and differentiation motives are also subject to 
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temporal influences and change over time. For example, when an 
individual first joins a new social group, inclusion and assimilation 
needs are likely to be particularly salient. At this stage, the new 
group member will be concerned that the in-group is sufficiently 
inclusive and broadly defined that they clearly fall within the 
group boundaries. Over time, however, when inclusion has been 
sufficiently established, differentiation motives are more likely to 
be activated and group members become more concerned that 
the in-group boundaries are defined so that the in-group can be 
clearly differentiated within its social context. 

Third, identity motives vary across situation, culture and 
individuals. Asking “how strong an individual’s inclusion motive 
is” is like asking how strong the individual’s hunger motivation 
is. Like any need or drive, inclusion and differentiation motives 
vary as a function of current levels of satiation or deprivation. 
However, individuals may differ in how sensitive they are to 
changes in levels of inclusiveness. 

The model as depicted in Figure 4 has four important 
parameters. These include the height (intercept) of the need for 
differentiation, the height (intercept) of the need for inclusion, 
the negative slope of the need for inclusion and the positive 
slope of the need for differentiation. Of these four, one is 
presumed to be fixed. The intercept (zero activation) of the need 
for differentiation is assumed to be at the point of complete 
individuation (the endpoint of the inclusiveness dimension). All 
of the other parameters vary; any changes in the intercept or 
slope of the inclusion drive or the slope of the differentiation 
drive will alter the point of equilibrium that represents an optimal 
identity. This model is just one representation that contains 
all possible variations in these parameters, and differences 
across situations, cultures and individuals can be represented 
in terms of variation in the slopes of the two drives (which can 
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vary independently).2°% Again, the overall point is to emphasize 
that optimal distinctiveness is not a fixed property of groups 
or individuals, but a consequence of motivational dynamics at 
both levels. 

Another important clarification is that although perceived 
intragroup inclusion and perceived intragroup differentiation are 
necessarily oppositional, the extent to which groups are able to 
meet group members’ needs for inclusion and differentiation 
may actually be positively related. As noted previously, the 
need for inclusion is met through assimilation within the group 
(intragroup inclusion), whereas the need for differentiation 
is met through comparisons between groups (intergroup 
differentiation). Thus, it is possible for groups to be high on both 
dimensions, and indeed, to the extent that individuals pursue 
membership in optimally distinct groups in order to be both 
included and distinctive, evidence should indicate that greater 
perceived intergroup differentiation is positively associated with 
greater perceived intragroup inclusion. 

In summary, Optimal Distinctiveness Theory stipulates that 
individuals are motivated by two fundamental and competing 
human needs and that individuals can simultaneously meet 
these needs by identifying with moderately inclusive group 
memberships. Such group memberships meet the need for 
inclusion within the group and the need for differentiation 
between groups. Furthermore, although the needs are 
necessarily oppositional, the extent to which groups are able 
to meet group members’ needs for inclusion and differentiation 
may actually be positively related when inclusion is met within 
and differentiation is met between groups. Marketers can use 
Optimal Distinctiveness Theory to increase their understanding 
of Latinos and other multicultural consumers in the U.S. 


96 | DR. JAKE BENIFLAH 


ADVERTISING IN A MULTICULTURAL AMERICA 


There is value in advertising to asegment of the Latino population 
in-culture (i.e., leveraging Spanish and consumer insights that 
are different from the mainstream). In fact, marketing to foreign- 
born Latinos in Spanish has been shown to increase media ROI 
based on a number of studies. As discussed in Chapter 3, our 
extensive research based on Nielsen C3 data confirms that 
Spanish-language advertising does not reach all Latinos in the 
United States, and Latinos are not linguistically homogeneous in 
their programming interests. Our Nativity-Based View research 
has shown that “where you are born” is a better predictor of 
media consumption than “language” across all U.S. Latinos. 
Marketers, as a result, are better off using Spanish-language 
advertising to engage a foreign-born Latino audience and 
considering media vehicles other than the traditional Spanish- 
language broadcast to reach a younger, more bicultural U.S.- 
born Latino demographic. 

Although research on the multicultural population continues 
to lag compared to the non-Latino White mainstream, Nielsen 
has been exemplary over the years in measuring the viewership 
and engagement of Latinos and other multicultural consumers. 
Its landmark study conducted with Univision in 2017 and their 
follow up in 2020 found Spanish-language television ROI to have 
increased by 40 percent from 2017 to 2020.7°° A meta-analysis 
across a number of Nielsen marketing mix studies was used to 
investigate the drivers of higher ROI across Spanish Language 
advertising campaigns. The study included results across the 
marketing efforts of more than 50 projects over the past three 
years with clients in a wide variety of industries that assessed 
the performance of advertising in Spanish-language media. The 
assessment included brands in CPG (food, beverage, beauty, 
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confection, household goods), financial services, insurance, 
telecom, cable and retail. The study attributed the following 
success factors to its findings: (1) investing in Latino advertising 
over time versus a short duration; (2) developing curated content; 
(3) having culturally relevant messaging that resonates with the 
Latino culture; and (4) executing campaigns with consistent 
frequency.” In addition, the study found that corporations that 
invested over $1 million in reaching U.S. Latinos saw the highest 
returns in their media investment.2" 

In a separate study conducted by Nielsen, Univision and 
Starcom’s SMG Multicultural,?" the impact of English- versus 
Spanish-language advertising was studied among 227 
participants who self-identified as Latino, were between the ages 
of 21-54, sooke Spanish and English and were a mix of foreign- 
and U.S.-born. To determine the impact that language plays 
when advertising to bilingual consumers, the study measured 
consumer reactions to four ads (including Heineken Tiger), 
covering different categories that aired in both English and 
Spanish. Bilingual Latino Millennials’ reactions to television ads 
were measured by Nielsen’s proprietary consumer neuroscience 
technology. When comparing the neurological effectiveness 
of the identical or nearly identical advertisements in both 
languages, the Spanish version consistently performed the same 
or better than its English counterpart. Of the ads tested, no 
English ad performed significantly better than the same ad in 
Spanish. 

Overall, the Spanish-language advertising did a better job 
of connecting with bicultural Latino Millennials across different 
scenarios, particularly when the ads’ content was emotional in 
nature. Ads featuring social interaction were generally more 
emotionally engaging and memorable for bicultural Latino 
Millennials in Spanish than in English. Branding sequences 
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were more effective in Spanish than in English. The study also 
found that Spanish-language advertising resonated better in 
the context of television programming. Spanish ads were more 
emotionally engaging when aired within a Spanish program than 
English ads within English programming. Similarly, emotional 
engagement for bicultural Latino Millennials decreased with 
English-language ads regardless of the programming language. 

NBCU, Industry’s parent company, is the other television 
network that has conducted a great deal of research on 
the viability of targeting Latinos in-language. There is a 
misconception in the marketplace that Spanish-language 
television is less effective for Latinos than English-language 
television. In 2018, NBCU and MAGNA conducted a joint study 
to better understand whether ads are more effective in Spanish 
than English. The study surveyed English- and Spanish-language 
respondents (with a booster sample for Latino respondents) 
who were asked to choose what content they wanted to watch 
and randomly inserted either “total market” ads or Spanish- 
language ads in the usual ad pods.” 

As shown in Table 4.1, the study found that ads are more 
effective when the ad message leveraged culture. Compared 
to “total market” ads in English, “culture-first” ads were found 
to connect with the Latino culture and were perceived as more 
relevant, more informative, more entertaining and more easily 
understood.?" The differences across three generational Latino 
segments were noticeable. The research found that when 
messaging Latinos, culture-first ads create stronger emotional 
responses and deeper cultural connections between the 
consumer and the brand. 

The study is significant for number reasons. Over the last 
decade, many advertising agencies and clients have reduced 
their in-language marketing efforts or eliminated them, believing 
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that they could reach Latinos in English-language media. 
The study shows that a “one and done” marketing strategy 
is an oversimplification, and that ethnic marketing is a viable 
opportunity. In fact, the study found that total market ads fell 
short among Latinos, and that ads that connected with Latinos 
on a cultural level elicited more emotion and drove key brand 
KPls compared to non-culture-first messaging.?"° 


THE FOUR-QUADRANT MODEL OF CULTURAL MARKETING 


To help corporate America navigate a multicultural majority, in 
this section, | introduce the Four-Quadrant Model of Cultural 
Marketing (see Figure 4.1). This framework outlines the evolution 
of marketing communications in the United States since the 
mid 1960s. Although the business landscape is dynamic and 
complex, and a 2x2 matrix has its limitations, the proposed 
model is nevertheless quite robust in capturing the nuances of 
consumers and a number of marketing approaches. 

Quadrant One reflects clients and agencies with the least 
amount of expertise in targeting multicultural consumers. This 
quadrant covers a period of time when many of the pioneers in 
Latino marketing came on the scene and the initial paradigmatic 
rules of cultural marketing were created. Corporations either ran 
their general market campaigns in English and believed they were 
reaching all consumers, or they translated their English-language 
ad campaigns into Spanish in an effort to reach key ethnic 
segments in select media verticals. The unforeseen problem 
was that some translations were ineffective or even offensive. 
Translations are the least strategic approach because they do 
not account for different consumer insights or communication 
strategies that are needed to maximize effectiveness when 
targeting different audiences. As such, these translation issues 
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provided ethnic ad agencies the opportunity to develop “a 
better way” to market to all multicultural consumers, Latinos, 
African Americans and Asians. 

Quadrant Two addresses the communication problems of 
Quadrant One by giving rise to a new marketing approach, 
the adaptation of general market advertising in which ethnic 
agencies communicated the general market strategy in a 
way that is culturally relevant. Popularized in the early 1990s, 
adaptations are one form of in-culture marketing. An example 
of an adaptation is Allstate’s Mayhem campaign, which has been 
running for more than a decade. Stemming from the success 
of its national ad campaign, Allstate introduced its Mala Suerte 
character to Latino audiences to highlight the protection, 
value and peace of mind that Allstate provides when bad 
things happen. The word “mayhem” has no literal translation 
in Spanish, which led Allstate to create Mala Suerte to resonate 
more directly with Latino consumers. (“Mala suerte” translates 
to bad luck.) According to Allstate, consumer research showed 
that many Latinos blame accidents on fate or bad luck and are 
more likely to find fault with circumstances rather than a person 
who may have done something wrong. 

No matter the popularity or awards, the adaptation approach 
has significant limitations. The biggest downside to creative 
adaptations is that the output, no matter how creative, is driven 
by general market insights. Oftentimes, ethnic agencies are asked 
by the mainstream agency and/or clients whether the general 
market campaign works for a given multicultural segment. With 
fear of losing a business opportunity, ethnic agencies have done 
their best to accommodate these restrictions and develop a 
synergistic campaign to the general market. But adaptations 
are also tactical and designed to support the general market 
advertising efforts. They are not built around unique consumer 
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insights that meet lower-funnel objectives. | would discourage 
general market agencies from asking whether their campaign 
can be adapted into Spanish. This typically leads to a self- 
fulfilling prophecy and to sub-optimal strategic work. 

Quadrant Three has defined Latino marketing for more than 
three decades. It is the closest to executing a pure segmentation 
strategy, which is based on developing an original strategy and 
executions with different multicultural consumers. This is the 
other form of in-culture marketing. Brands in this Quadrant 
believe in the power of in-culture marketing. The large 
corporations that spend with in-language publishers can be 
found in this quadrant. 

Companies in Quadrant Four have a contemporary view of 
the demography and have aligned their marketing capabilities 
to it. Marketing in Quadrant Four is based on multicultural 
insights that drive business performance. Corporations in this 
quadrant do not view multicultural marketing in a silo. They see 
the multicultural consumer as their core customer, front and 
center of the New Mainstream. This perceptual change is not 
small. In fact, | have likened this mindset shift as comparable 
to a paradigm shift. It is that significant and fundamental. In 
Quadrant Four, consumer insights reflect the multicultural 
population, and marketing efforts are communicated in English. 

Quadrant Four speaks to a new model that few corporations 
have adopted at this point in time. Category leaders base their 
brand strategy on the multicultural population and develop 
marketing communication plans in English. | use Procter & 
Gamble as an example because | believe Mr. Prichard’s quote at 
the beginning of this chapter speaks to the heart of the changes 
that more companies need to make: Companies are not doing 
marketing unless they are doing multicultural marketing in the 
21* century. This is another way of saying that mainstream 
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marketing needs to change due to the increasingly diverse 
demographic landscape. Today and in the future, optimal 
marketing will exist in Quadrants Three and Four. They live 
side-by-side and for good reason. This chapter proposes that 
understanding your consumer through science is at the heart 
of marketing excellence. No single approach can address the 
complexities and consumer nuances, which is why Quadrants 
Three and Four are the best combination in driving marketing 
effectiveness in a multicultural America. Any company that 
promotes one Quadrant over another is promoting its business 
model. Corporations should take a consumer-centric approach 
and invest in both. 


CONCLUSIONS AND IMPLICATIONS 


Big Data allows marketers to be agnostic. Moving forward, 
marketers must abandon the conceptual models of the 20" 
century for models built with data science. By the same token, 
marketers must challenge the heuristics that once helped kick- 
start Latino marketing more than three decades ago with new 
mental models that align with a multicultural America. All of this 
is possible when there is a willingness to follow the data. 

Quadrant Three is the silo for in-language marketing. It is 
where in-language publishers and ethnic ad agencies partner to 
meet the needs of specific ethnic segments. Quadrant Four, on 
the other hand, redefines marketing in a multicultural America. 
It is based on the notion that America is a multicultural majority, 
and marketers must view the multicultural population as the 
New Mainstream. This book proposes that optimal growth will 
occur when corporations adopt approaches in Quadrants Three 
and Four simultaneously. 

The proposed shifts challenge the popular “total market” 
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advertising approach. Although this methodology initially 
provided brands with a centralized process that drove marketing 
efficiencies, total market is ineffectual. Marketing without 
multicultural consumers front and center in today’s mainstream 
is off-strategy. The opportunity, therefore, lies in embracing a 
total market strategy with multicultural consumers at its core, 
which this book proposes will become the de facto marketing 
standard in the 21* century. This chapter also proposes that Self- 
Referencing and Optimal Distinctiveness Theory can be used to 
help understand multicultural consumers. Corporate America 
must develop new marketing strategies (like they did with the 
rise of Millennials) to grow their business with a multicultural 
mainstream. Corporations will need to undergo The Big Shift, not 
only in how they view the landscape, but in how they manage 
their business, organizations and key stakeholders. 
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Table 4 


Spanish-Language TV and English-Language TV Content Effectiveness 
for U.S. Latinos by Generational Level 


Connects to My Culture 


Relevant 


Informative 


Entertaining 


Clear Communication 


Source: NBCU and MAGNA (2018). Accessed on July 2, 2020: https://together. 
nbcuni.com/article/total-market-fallacy/, English-Language Television (ELTV): First 
Generation: N=71. Second Generation: N=163. Third Generation: N=175. Spanish- 
Language Television (SLTV): First Generation: N=105. Second Generation: N=155. 
Third Generation: N=60. 
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CHAPTER 


FIVE 


ou’ve heard the popular expression: “If you can’t measure 

it, you can’t manage it.” This famous quote, attributed to 

management guru Peter Drucker 40 years ago, is more 
relevant than ever. In this chapter, | propose that aligning new 
measures to a changing demographic landscape is key to a firm’s 
sustainable competitive advantage. Over the last two decades, 
the demographic shifts of our country have posed significant 
challenges to marketers in virtually every business category. The 
U.S. Census estimates that Latinos, African Americans, Asians 
and other ethnic and racial groups will outnumber non-Latino 
Whites by 2043.2! So the next 20 years look just as uncertain and 
disruptive as the last two decades. The so-called demographic 
tipping point is really more symbolic given that nearly 70 
percent of the country’s largest cities today are more racially and 
ethnically diverse than they were a decade ago.’” The fear that 
non-Latino Whites will be replaced or left behind in a country 
where they are slowly becoming the minority has helped flame 
the recent wave of White nationalism.?’® Leading marketers, 
nevertheless, understand that without measuring a multicultural 
America, their businesses will suffer. Latinos, African Americans 
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and Asians are the New Mainstream. They know the importance 
of staying ahead of key demographic trends and advancing 
new marketing and measurement strategies to address an ever- 
evolving business landscape. 

This chapter lays out a simple tenet: if we truly believe that 
the mainstream is multicultural, we must measure the New 
Mainstream not in aggregate, but by ethnicity and race. In 
this chapter, | present a metric called the Ethnicity-Race View 
(ERV), which measures everything that matters to marketers 
by ethnicity and race. Partnering with MAGNA, we publish 2018 
and 2019 media spend by ethnicity and race, challenging prior 
studies that report media spend in aggregate and by language. 
Second, | discuss the applications of this metric and suggest how 
corporations can improve measurement, and ultimately their 
performance in the New Mainstream. We are all chartering new 
waters so things may be a bit choppy at first. Mental models, 
which | discuss in the following chapter, are difficult to change. 
When we challenge our deeply engrained worldviews, only then 
can we begin to broaden our perspective, which allows us to 
think and act differently. 


THE ETHNICITY-RACE VIEW 


Measuring the world by ethnicity and race is not a novel concept. 
The U.S. Census enumerates our country’s population across 
Latinos, African Americans, Asians and other ethnic and racial 
groups. The U.S. Bureau of Labor Statistics measures and reports 
key economic variables (Consumer expenditures, unemployment 
rate, educational attainment and many others) by ethnicity and 
race. Virtually all corporations, today, recognize the changing 
demographic landscape, and market their products and services 
across different customer segments. So why introduce a metric 
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like the Ethnicity-Race View (ERV) when companies have already 
been using this measure for some time? 

We are not introducing a new metric, per se. We are 
advocating that companies permanently adopt this methodology 
moving forward.?"? The U.S. Census and the Bureau of Labor 
Statistics provide data across a number of variables, which, 
today, include ethnicity and race. But it wasn’t always the case. 
The U.S. Census was established in 1790 to provide Congress with 
an enumeration of the country’s population whose methodology 
and classifications have evolved over time.?° Interestingly, it 
was until 1970 when the White House instructed the Secretary 
of Commerce to add a Hispanic self-identification question into 
the U.S. Census. Before then, “Mexicans” were enumerated 
in 1930 for the first time but were subsequently dropped for 
three decades until new measures were introduced in the 1970 
Census.7?! 

Blacks or African Americans have been a part of the U.S. 
Census, but their classification has changed nine times since 
1790, the most of any racial group.?*? The Census expanded the 
classification of Asians eight times since 1860,?73 modified the 
taxonomy for Hawaiians seven times,?*4 and Indians six times.??° 
Race and ethnicity are social constructs and are susceptible to 
political, economic and social forces in our country.276 227 

Interestingly, the Bureau of Labor Statistics began measuring 
the unemployment rate for Whites in 1954,27° African Americans 
in 1972,22° Latinos in 1973,7%° and Asians in 2003.7%! It began 
measuring U.S. unemployment rate in aggregate in 1947.25 
The U.S. Census began measuring educational attainment for 
Whites and African Americans in 1940,%3 Latinos in 1974,7%4 and 
Asians in 2003.2% It began measuring educational attainment 
in aggregate in 1940.77 The United States has always been a 
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multicultural nation, but it hasn’t always been measured as such. 
So, what can corporate America learn from all of this? 

It is important that all corporations adopt an Ethnicity-Race 
View given that non-Latino Whites are slowly becoming the 
minority in our country. The dramatic changes in our country’s 
demography warrants that companies understand how they 
are doing with all consumers, not just with Whites. The top 
five cities today are driven by multicultural consumers.?%” If 
companies are measuring their market performance against 
the total population in aggregate, they fail to understand who’s 
driving their business. But don’t companies today measure what 
matters by ethnicity and race? 

In many cases, the answer is yes, but not all measurement 
companies do. The largest digital measurement companies in 
the United States currently do not provide granular measures on 
Latinos and Asians. Sales measurement companies which report 
shopper marketing (scanner) data, provide sales estimates by 
ethnicity and race, which do not reflect actual sales data. They 
are sales estimates which end up being used by America’s top 
companies to calculate advertising and marketing ROI. These 
estimates can produce unreliable calculations, negatively 
impacting revenue and sales projections. As such, the field of 
marketing and sales measurement in the United States is ripe 
for disruptive innovation. 

These types of measurement problems are not new, have 
been well-documented and tend to reflect legacy issues 
that continue to impact sales measurement of multicultural 
shoppers.”*8 This is why adopting an Ethnicity-Race View is so 
important. It is more than just a construct that measures the 
world by ethnicity and race. It is a methodology that requires a 
certain mental model that aligns with a country that is inching 
towards a multicultural majority. 
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There are a number of reasons why our country’s marketing 
measurement system needs a reboot. Measurement tends to lag 
marketplace changes,”*° and measurement companies tend to 
retrofit new measures that respond to new market opportunities, 
business priorities and changing demographics. In other words, 
they tend to be market-driven instead of driving-the-market.*4° 
Second, some argue that ethnocentrism plays a role in how 
companies see the world which impacts their measurement 
priorities. Third, some companies know they have blind spots 
in their datasets, and they chose to do nothing about them 
in the short-term. Fourth, core competencies can lead to core 
rigidities, which speaks to the difficulty in adapting to a changing 
environment.2*! 

Although virtually all marketers today understand that the 
business landscape is constantly in flux, there is no consensus on 
what marketing looks like in multicultural America. Marketplace 
success is inherently a function of many factors, including 
organizational capabilities,*** strategic execution,*7 a company’s 
human resources,*“4 and a multitude of strategic factors**° which 
vary across companies. Corporations differ not only in what 
they see, but in how they chose to respond to environmental 
threats and opportunities. Corporations, as a result, tend fall 
into three categories: leaders, followers or laggards.**° As such, 
corporate America is not homogeneous in its market orientation 
and marketing capabilities, and is not ready for a multicultural 
America.”4” 

So, what creates these blind spots and how can companies 
avoid them? Companies should begin by being open to 
different worldviews and perspectives. As discussed in Chapter 
1, marketers have operationalized Latinos as a culturally 
homogeneous group, bound by within-group similarities. Moving 
forward, marketers have the opportunity to simultaneously 
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adopt a research design based on similarities and differences 
between-groups.”“8 This is an area which has the most potential 
to fuel growth for companies in the 21st century. 

As the demographic landscape continues to evolve, the 
world of measurement will need to change with it. The next 
section of this chapter outlines advertising media spend in 2018 
and 2019 using the Ethnicity-Race View. For the last two years, 
this methodology has helped brands measure how much of their 
advertising reaches ethnic and racial segments in the United 
States across different media. 


ADVERTISING MEDIA SPEND 


If the New Mainstream is multicultural, measurement must 
evolve accordingly. In 2018, the Center for Multicultural Science 
and MAGNA teamed up to publish advertising media spend 
by ethnicity and race for the first time in the history of the 
advertising industry. Advertising spend has traditionally been 
aggregated across all ethnic and racial groups, making it difficult 
to understand the contribution that each multicultural population 
group has on advertising spend. 

In 2018, corporations in the United States spent a little more 
than $100 billion targeting consumers with digital media.74° By 
2019, digital media spend had grown almost by 20 percent, to 
$119.2 billion.2°° Table 5 outlines digital media spend for 2018 and 
2019 as a digital discipline.**' Search continues to make up 45 
percent of all digital media spend in the United States.*** Social 
media makes up about 28 percent of all digital media spend in 
this country.*°3 And not surprisingly, video is the third largest 
category in digital media, at 12 percent of total digital media 
spend.?>4 

Table 5.1 shows the percentage of digital media spend in 
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2018 for all ethnic in racial groups in the United States and 
compares it to the population percentage for these consumers.”°° 
Although non-Latino Whites make up about 60 percent of the 
U.S. population, they contribute 66 percent of all digital spend in 
this country. Latinos, who make up 18 percent of the population, 
represent 14 percent of all digital soend in the United States. And 
for African American and Asian consumers, the percentage of 
media spend for each segment closely aligns to their population 
percentage. Table 5.2 breaks down digital media spend by 
ethnicity and race across six different types of digital media.?°° 
Comparing media spend percentages to population percentages 
is just one way of looking at media spend. It should not be used 
as a sole metric to determine how much corporations should 
invest with specific consumers. Corporations need to determine 
the right spend for their business. There is no evidence that a 
one-size-fits-all media allocation formula drives business growth 
or ROI for any particular brand or industry. 

Linear television is another billion-dollar category but 
declining slowly each year. In 2018, companies spent an 
estimated $42.1 billion in linear television and an estimated $41.5 
billion in 2019.25” As shown in Table 5.3, cable television makes 
up approximately 60 percent of linear television spend in the 
United States.2°° English-broadcast television is roughly a $13 
billion business, declining slightly year-to-year.*°? Syndication 
ranks third of all linear television, estimated at $1.8 billion in 
2019. Spanish-language broadcast television is an estimated $1.2 
billion category, last year.7°° This figure is starkly different from 
what is reported annually in the AdAge Hispanic Fact Pack, which 
only accounts for Spanish-language media spend.”*' As outlined 
in Table 5.4, approximately 65 percent of linear television was 
spent reaching non-Latino Whites, almost 18 percent to African 
Americans, 13 percent to Latinos, 3 percent to Asians, and 2 
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percent to All Other viewers.?° There is always an opportunity for 
brands to allocate their budgets more effectively and efficiently. 


CONCLUSION 


This chapter proposes that more granular measures are 
required as a result of a changing demography. New metrics 
will need to quantify the marketing world by ethnicity and 
race. | have called this approach the Ethnicity-Race View. The 
argument is straightforward. Corporations across all industries 
need to attribute their business outcomes to a multicultural 
America. Today, across the country’s top cities, the majority 
of the population is multicultural.7° Cities, like New York, are 
projecting a negative population growth rate of 1.5 percent over 
the next five years among non-Latino Whites; meaning that 
more non-Latino Whites deaths are expected to outnumber 
live births.264 Other cities such as Los Angeles are seeing a 
marginal population growth rate (less than 1 percent) compared 
to the Latino, African American and Asian population segments. 
Companies interested to win now should be looking at their 
business through a multicultural marketing lens.2© In roughly 25 
years, the United States, as a nation, is projected to become a 
multicultural majority and all companies will have to effectively 
measure a multicultural marketplace.7°° 

The argument to align measures to the changing 
demography is intuitive. Few will argue with this posit. The 
part of marketing where consensus is lacking is in strategy. The 
question of how to grow sales in a multicultural marketplace 
plagues most companies today. There is an additional reason 
for disaggregating aggregated data in measuring the New 
Mainstream. It has to do with a little-known phenomenon in 
the field of probability and statistics. The Simpson’s Paradox 
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is a phenomenon in which a trend appears in several different 
groups of data but disappears or reverses when these groups 
are combined.76725° This phenomenon appears every single 
day in business. For instance, the U.S. unemployment rate in 
2019 was at a historically all-time low. When looking at the 
impact of unemployment on African Americans and Latinos, the 
unemployment rate for these two groups (6.1 percent and 4.3 
percent, respectively)?’”° was higher than the national average 
of 3.7 percent.2”’ As shown in Figure 5, the unemployment rate 
for U.S. Latinos and African Americans has always been higher 
than non-Latino Whites in this country.?”2 The unemployment 
rate for Asians, on the other hand, has almost always been lower 
than any other ethnic and racial group in the United States.2”3 
This example shows how aggregated data produces opposite 
findings that have significant economic implications - not just 
on the different population segments, but the country as a 
whole. Disaggregating the data by ethnicity and race allows 
economists and business executives to develop policies to 
address the specific issues impacting the various population 
segments. Furthermore, because economic growth is closely tied 
to population growth which is driven by the U.S. multicultural 
population, disaggregating CRM and other forms of data by 
ethnicity and race will help corporations develop more effective 
strategies in an increasingly diverse marketplace. 
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Table 5 Table 5.1 
Percentage of Digital Media Spend by Type and Year Percentage of Digital Media Spend in 2018 and Population Percentage 
by Ethnicity and Race 


Sauce: MAGNA estimates. Source: MAGNA estimates. U.S. Census Bureau. 
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Table 5.3 
Linear Television Spend by Type, Year and Total 


Table 5.2 
Digital Media 2018 Spend by Type, Ethnicity and Race and Total 
‘National Cable _ 7 $25,408 $25,309 


$13,182 
$1,852 
$1,235 
$41,478 


$13,500 
$1,911 
$1,284 
$42,103 


Source: MAGNA estimates, (000). 


Source: MAGNA estimates. 
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Table 5.4 
Percentage of Linear Television 2018 Percentage Spend by Type, Ethnicity, 
Race and Total 


| Spanish Broadcast | 


| 
i 
[ 


African-American 
Non-Latino White 


Source: MAGNA estimates. 
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CHAPTER 


oIX 


s the saying goes, “give a mana fish, and you feed him for a 
day. Teach a man to fish, and you feed him for a lifetime.” 
This chapter focuses on mental models and organizational 
change, two areas critical to making The Big Shift. A 2015 study 
conducted by the CMO Council found that approximately 67 
percent of U.S. marketing executives surveyed said their CMO 
had high-level support and buy-in for multicultural marketing 
efforts, but less than one-in-two (45 percent) said their CEO 
did not believe multicultural consumers were critical to their 
growth plans.2”° This lack of top-tier support translates into 
a de-prioritization of multicultural programs across corporate 
America. The study also found: (1) about half (51 percent) of 
marketers in the U.S. reported having too many competing 
priorities within their organizations; (2) only 20 percent of 
marketers deemed multicultural strategies mandatory and 
unanimously embraced across their organization, and (3) just 
over 25 percent believed that multicultural consumers were 
mission critical for their organization.?”© Are you surprised by 
these findings? 
I’m not. Last year, | set out to better understand if corporate 
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America was ready for a multicultural America. Our pilot study 
based on 10 brand marketers across four business categories 
uncovered key insights that may help explain the CMO Council’s 
findings. The study found that the overwhelming majority (87 
percent) of marketing executives in the United States strongly 
agree/agree that the changing demographic landscape poses 
a significant challenge to their business.2”” However, 57 percent 
of marketing executives surveyed strongly agree/agree that 
multicultural marketing was the responsibility of their ethnic 
agency, compared to 21 percent who said multicultural marketing 
was part of their general market agency responsibilities.?”° 

What does this all mean? It’s reasonable to surmise that 
marketing executives continue to think about multicultural 
marketing in a silo (vertical marketing) with Latino, African 
American and Asian advertising agencies taking the lead in 
marketing to the ethnic and racial segments. Regardless of 
their current beliefs, all corporations, sooner than later, will 
have to revisit their marketing and organizational strategies in 
a multicultural America, and drive mainstream marketing with 
multicultural consumers at the core. It’s sheer demographics. 

In this chapter, I'll examine the relationship between mental 
models and leadership effectiveness. Chief on the agenda 
is how mental models are barriers to organizational change, 
organizational learning and strategic implementation. I'll explore 
two central questions that impact organizational effectiveness: 
How and why do mental models pose such a significant 
management issue to corporate America? And what do these 
models tell us about the need for The Big Shift? 
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Mental models are representations of reality that marketers 
use to make sense of their world. They’re deeply ingrained 
assumptions that influence how marketers view the business 
landscape and the actions they take to drive a sustaining 
competitive advantage. Mental models are developed over 
time through the process of socialization, which itself is shaped 
by education, lived experiences and interaction with others. 
In fact, mental models are so powerful that marketers are not 
even consciously aware of them or the effect they have on 
their decision-making process. Mental models often permeate 
through organizations and across industries by way of repetition, 
where facts are presented as empirically based and objective, 
particularly by those who have vested interests in the status quo. 
Once created, mental models, fixed and ingrained in our minds, 
are difficult to change. 

Because mental models are considered the basic structure 
of cognition, they’re extremely powerful in how they mediate 
reality and help categorize and organize an endless stream of 
information. They serve as cognitive structures that attempt 
to simplify the complex, helping to establish relationships 
among activities, concepts and abstract items of knowledge. 
They are cognitive maps or schemas that help guide the 
understanding of how consumers perceive, decide and act in 
different environments. Mental models provide a framework for 
interpreting reality, distinguishing relevance from irrelevance 
and aiding in the inculcation of new information. For this reason, 
mental models represent a two-edge sword: They play a role in 
helping marketers identify opportunities and threats, but they 
can also stifle creativity and innovation in response to a dynamic 
environment. 


132 | DR. JAKE BENIFLAH 


For more than three decades, the advertising and marketing 
industry perpetuated a mental model around the U.S. Latino 
consumer that drove colossal growth. The most recent AdAge 
Hispanic Fact Pack puts the Latino ad spend market in excess of 
$10 billion.?”? As discussed in Chapter 1, the Hispanic Marketing 
Paradigm was instrumental in shaping the mental model of 
corporate America around the Latino consumer. Two external 
forces drew the paradigmatic boundary. The U.S. Census 
helped quantify the demographic opportunity; in particular, it 
enumerated the population size and growth rate of Latinos. 
Second, often in the shadows of the U.S. Census, the Bureau 
of Labor Statistics (BLS) measured the purchasing power of 
Latinos and other ethnic groups in the U.S. With these two 
sources, marketers could make grandiose statements that would 
catch the attention of every marketer: Latinos are the largest 
and among the fastest growing segments in the country,7®° with 
purchasing power exceeding $1.5 trillion annually.2°" 

There is an old adage: Demographics is destiny. The 
population and purchasing power of Latinos and other 
multicultural segments not only contoured the mental models of 
corporate America, but it served as the foundation to the Hispanic 
Marketing Paradigm. It gave birth to an entire new industry — 
trade associations, advertising agencies, research companies 
and media publishers. But publishing demographic data wasn’t 
enough to create a sustainable business in marketing to Latinos. 
It needed to operationalize the consumer and establish new best 
practices for marketers. 

The U.S. Census provided great credibility and a justification 
in marketing to Latinos. Monetizing the Hispanic Marketing 
Paradigm required more than descriptive statistics, it required 
a business strategy. As mentioned earlier in the book, Nielsen 
began to measure linear television viewership of Latinos, including 
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the Spanish-language duopoly, Univision and Telemundo. To 
draw investment away from other media properties, in-language 
publishers developed a sales strategy that positioned all Latinos 
as culturally different from the mainstream and favored Spanish 
over English. This was the core of the Paradigm. Reinforced in 
sales decks, upfront presentations and promotional materials, 
these principles were cemented into the thinking of corporations 
and the advertising industry. Corporations, as a_ result, 
unequivocally believed that the “best way” to reach Latinos 
was in Spanish and with in-language media. 

One of the principal aims of this book is to dispel any 
oversimplified mental model around marketing to Latinos and 
help corporate America make The Big Shift. So far, Chapter 2 
presents empirical research challenging the popular monolithic 
cultural view of Latinos. Chapter 3 debunks the notion that 
Spanish-language linear television is the single “best way” 
to reach this entire cohort. Chapter 4 revisits the in-culture 
marketing approach. Chapter 5 advocates that corporations 
measure mainstream America by ethnicity and race to better 
understand the impact of their marketing efforts in a country 
whose mainstream is no longer comprised of a White majority. 
And this chapter examines how organizations make decisions. If 
we want companies to make The Big Shift, we must first address 
mental models within organizations. 

The Hispanic Marketing Paradigm and the mental models 
associated with it helped differentiate Latinos from other 
consumers. The stark between-group differences continue to 
validate a different media approach. And a different marketing 
strategy. There was a certain logic to creating a business by 
building a silo to help companies drive growth with Latinos. 
But as the demographic, technological and media landscapes 
converged in recent years, marketing in the United States gave 
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rise to new digital companies, new technologies, new customers 
and new marketing approaches. Latino marketing, meanwhile, 
doubled down on the Paradigm.?°2 

How do corporations make The Big Shift in their mental 
models? First, leadership within organizations must recognize 
the need for change and acknowledge that there may be a better 
way to market their products and services in a multicultural 
America. This is fundamental to change. Second, organizations 
stymied by a lack of innovation or adaptation to the marketplace 
will need to examine the diversity of its leadership or executive 
team. There is no ideal number or percentage on organizational 
diversity.2°? To make The Big Shift, corporations must hire 
and retain for cognitive diversity if they are going to develop 
mental models that will allow the organization to perceive the 
world differently.2°4 This is precisely one of the reasons why 
diversity and inclusion are important to the long-term viability 
of organizations.*® 

Companies can make The Big Shift in two ways, which 
are not mutually exclusive. Because most corporations in the 
United States were built in the 20" century, corporations today 
lack diversity within their organizational structures. The lack 
of diversity is particularly true in executive boards, the C-suite 
and senior management inside corporations.7®°> One strategy 
is to hire people who think differently, bring different lived 
experiences and have different educational backgrounds and 
skill sets.2°” The other approach, which takes longer to achieve, 
is to transform the company into a learning organization.?®° This 
means educating everyone inside the organization on its values, 
processes and strategies, and requiring that they challenge old 
mental models with new ones. 

Despite the strong link between leadership and mental 
models, the majority of leadership development focuses on 
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mastering the managerial skills and organizational design 
necessary to be effective corporate leaders. This is because 
leaders are generally held responsible for their results and 
results are attributed to the actions of leaders. In addition, most 
leadership and organizational development programs address a 
number of activities that are ancillary to challenging one’s mental 
models. Although having skills in organization development 
are helpful, they aren’t sufficient for leadership effectiveness. 
Exceptional leadership requires that leaders challenge their 
mental models, assumptions, beliefs and values that feed their 
decision-making processes. Exceptional leaders have a high EQ 
and a strong understanding that their worldview bears far more 
influence on corporate outcomes than their decisions or actions. 

How companies see their world affects how they perceive 
their competitors as well as the actions their organizations take 
to exploit business opportunities. When leaders challenge and 
change their mental models, they can then - and only then - 
change their actions and expect very different results. Unlike 
reacting, which occurs when marketers respond to a new 
condition by doing what they’ve always done, leaders should 
respond to change by questioning their mental models. In this 
process called reframing, their deeply held assumptions and 
governing principles come under scrutiny. Only after leaders 
know and question their underlying assumptions can they open 
themselves to new ways of seeing and thinking. 


MENTAL MODELS AS BARRIERS TO CHANGE 


Corporations were founded on concepts from 17-century 
Newtonian physics, which assume the world is stable, linear and 
predictable. The thought is that fixed structures provide stability, 
clarity and order; but the fact is, they typically function only 
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within the finite contexts for which they were designed. When 
new conditions arise, like a global financial crisis or the recent 
COVID-19 pandemic, corporations often fail in their response 
because they are unable to adapt to the volatile environment 
and its novel complexities. They frequently see solutions to their 
problems limited by resources - such as time, people or money. 

The concept of mental models is not new. The term mental 
model was first introduced in The Nature of Explanations by 
Scottish psychologist Kenneth Craik, who believed that the 
mind constructs small-scale models of reality that are used to 
anticipate events, reason and undergird explanation. In ancient 
history, the Greek philosopher Plato tells an allegory of the cave 
in his well-known dialogue Republic, in which he concludes that 
we're all misguided cave dwellers, operating under incomplete 
or distorted perceptions of reality. The point of the story is that 
humans are very resistant to rethinking and transforming their 
own perceptions of reality. What Plato was suggesting is that 
due to our mental models, people find change difficult. 

Mental models function as filters that allow only a limited 
portion of the external stimuli to enter our brain. This process 
is useful for triaging input to prevent information overload, but 
the problem is that organizational stakeholders generally have a 
tendency to reject data that doesn’t support an already existing 
assumption. What’s unfamiliar or incongruent to their worldview 
is quickly discarded as irrelevant or unimportant. As they try to 
comprehend their environment through categories that worked 
for them in the past, the trouble sets in. For this reason, mental 
models are often the greatest barriers to implementing new 
ideas or approaches within organizations. 

In fact, new ideas often die on the vine because they simply 
don’t match the prevailing ideology, assumptions and beliefs. 
Companies that are not afraid to introduce new models of 
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thinking tend to adapt to the changing environment better 
than companies whose mental models act as buffers in their 
organizations. Mental models in some ways are equivalent to 
the concept of a paradigm because a paradigm and mental 
models represent an integrative set of ideas and practices that 
shape the way employees and companies, ultimately, view and 
interact with the world. 

Managers tend to have a fixed mindset in part because 
they tend to filter out information that doesn’t fit their current 
paradigm. In order to avoid this, managers must question the 
old paradigm and step outside their preconceived mental 
models to keep pace with an ever-changing environment. By 
challenging the paradigm, managers must re-imagine new 
ways to understand the future that doesn’t logically follow from 
its past. If mental models are left unchallenged, they cause 
managers to see what they have always seen: the same results, 
the same issues, the same opportunities. Because we tend to see 
what our mental models allow us to see, we can only do what 
our mental models permit us to do. For this reason, managers 
must first identify what their internal assumptions are, and then 
unlearn what they think they know. 


MENTAL MODELS AS ORGANIZATIONAL LEARNING BARRIERS 


Management in the 21% century is about what we might call 
change learning. As technology and information continue to 
reshape our world and subsequently corporations, managers 
are becoming change agents who guide employees to find and 
embrace new practices. Every employee must be a learner, and 
the manager’s foremost task is to promote learning. As stated 
by Peter Senge, a learning organization is an organization where 
people continually expand their capacity to create the results 
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they truly desire, where new and expansive patterns of thinking 
are nurtured, where collective aspiration is set free, and where 
people are continually learning how to learn together.?? 

A learning organization represents a great tool for managers 
because it helps employees learn more about the products 
and processes within their organizations and others in order 
to remain competitive and answer challenges in today’s fast- 
changing business environment. Since the greatest constant of 
modern times is change, companies today must learn faster than 
their competitors in order to stay ahead of the game. A learning 
organization becomes imperative because it enables employees 
to continuously share and obtain new knowledge while applying 
their newfound knowledge in doing their work or in making 
organizational decisions. 

Since mental models represent the assumptions held by 
people who determine how an organization thinks and acts, 
employees are a significant barrier for organizational learning. 
Mental models can affect decision making and implementing 
strategic orientation and can damage overall organizational 
development. It’s important to distinguish between what Senge 
calls espoused theories and theories-in-use. Espoused theory 
relates to “what we say we do,” whereas theory-in-use is “what 
we actually do” based on our own mental models. Leaders 
should facilitate this practice by regularly asking company 
members about what’s working and what’s not. A company that 
enforces such conversations is a learning organization because 
they’ve embraced the idea that being a learning organization 
is a good thing, so learning becomes a mental model in 
itself. Another important part of reflective conversations for 
organizational learning is the role of teams. Senge finds that 
teams, not individuals, are the fundamental learning unit in 
modern organizations.2°° He emphasizes that the dialogue 
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among the members of the team increases the organization’s 
ability organization to grow and develop. 

It’s not enough to hire great people. Senge identifies three 
conditions that are necessary for dialogue: (1) participants 
must suspend their assumptions, (2) they must regard one 
another as colleagues, and (3) there must be a facilitator to 
hold the context of the dialogue (a facilitator is needed at 
least until teams develop dialogue skills).2°' The democratizing 
thrust is essential for productive results, given that hierarchy 
is both antithetical to dialogue - and difficult to escape in 
organizations.29* Organizational structure ultimately is a driving 
factor in organizational excellence. 

It bears noting that hierarchy and patterns of relationships 
are also derived from people’s mental models. Capitalizing on the 
synergy of group learning for optimal performance, organizational 
learning requires that individuals in the organization must be 
ready and willing to reveal their own mental models, compare 
them to others’ and discuss the differences in order to come to 
a unified perception of what really is. Leadership is a process 
grounded in relationships that are fluid, non-directional and non- 
unilateral.293 This is a fundamental shift away from a paradigm 
that has historically centralized leadership at the individual level 
-a shift that spreads the power of leadership across people and 
teams within an organization. 

According to Etienne Wenger, a social researcher and 
champion of communities of practice, learning is best 
envisioned as an interaction among peers, rather than as a 
vertical transmission of knowledge.?*4 Organizations are not 
responsible for employee learning. Just the opposite. Employees 
and managers are there to help organizations learn more 
effectively.29° The organization must ensure that the strategies 
and conditions exist so people can continuously learn. Such 
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arrangements reflect the assumption that people feel secure 
about offering information — good or bad, or consistent or not 
with the organization’s prevailing worldview. This means that 
organizations must be transformed into places where it’s safe 
to reveal new knowledge that may be disruptive. When this 
happens, managers can go about their real business, which is 
managing a company’s knowledge through its people. 

In the context of organizational learning, management 
becomes an art of managing knowledge. In other words, what’s 
being managed are not people, per se, but rather the knowledge 
they carry. Good leadership means creating the conditions that 
enable people to produce valid knowledge and in ways that 
encourage personal responsibility. Focusing on knowledge 
management in organizations, Chris Argyris’s seminal book 
Knowledge for Action talks about two types of organizations, 
Model | and Model Il organizations.*9° Argyris explains how, 
based on the prevailing type of mental model, organizations 
are managing either valid or invalid knowledge. According to 
Argyris, mental models manifest in the organization’s ability to 
perform and compete. 

Model | organizations have institutionalized a form of self- 
censorship that is defensive, limiting open communication.2°” 
If employees believe that sharing bad news at the meeting 
is going to upset management, they will refrain. As a result, 
organizations tend to cultivate invalid knowledge about their 
current business and overall reality.222 So when this type of 
organization is in trouble, which Argyris suggests that is the case 
with the majority of organizations in the U.S., employees are so 
distanced from their own reality that they are unable to see or 
clearly understand organizational problems. This is because: 
Although people do not always behave congruently with what 
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they say (espoused theories), they do behave congruently with 
their mental models (theories in use).?9° 

Model II companies have a better way of communicating 
because they deal with so-called valid knowledge.*°° This 
enables them to assess reality more correctly and consequently 
solve problems more effectively because the prevailing ideology 
created a culture that reinforces organizational learning. This 
ability is crucial for the survival of an organization in a highly 
complex and constantly changing business environment.*” 


MENTAL MODELS AS BARRIERS TO STRATEGIC IMPLEMENTATION 


Mental models limit organizations every day. According to Kohl’s 
article on strategic park planning failure, many implementation 
barriers grow out of managers’ assumptions or mental models.°° 
What many organizations call planning is simply a projection 
of their current mental models into the future. Planning also 
tends to fail within organizations because planning assumptions 
are often invalid. In order to avoid this, the planning process 
must, to some extent, expose and challenge the organization’s 
mental models. This does not mean that all mental models 
should be changed during the planning process, but some 
will have to change before correcting course for the future. 
The most common misstep is a failure to rethink or reframe 
the problem (especially among employees), which leaves the 
underlying pattern of thought unchanged. For this reason, 
resources and time in today’s organizations are mostly spent on 
reorganizing structures and procedures and reacting on issues. 
Many innovative ideas never develop into meaningful decisions 
or ladder up to a key strategy in organizations because they are 
not congruent with the company’s dominant mental models. 
Systems thinking, however, views an organization not as a 
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group of separate parts but as a complex system with multiple 
feedbacks and delays. As such, leaders in organizations must 
have the capacity to identify and examine their assumptions 
or mental models. Only when these assumptions are identified 
and tested can organizations continuously adapt and improve. 
Once the mind is shut off to new ways, assumptions grow 
hard and immobile, and a changing context will pass them by. 
According to Chris Argyris, there are two simple but powerful 
mechanisms that block our mental models.*° The first is called 
defensive routines, which are policies or actions that are put in 
place to prevent workers and organizations from experiencing 
embarrassment or threat.°°* Defensive routines are anti-learning 
and overprotective and they are a main obstacle from having 
an open mind. Argyris also talks about skilled incompetence.*° 
Skilled because we do it without thinking (like riding a bike), 
and incompetence because it creates results that are not 
intended (like falling from a bike). In practice, this occurs when 
the environment changes and employees continue to behave 
according to the same mental model. Managers use practiced 
routine behaviors (skill) to produce what they do not intend 
(incompetence). Similarly, an organization may suffer negative 
or disastrous consequences of skilled incompetence. The only 
remedy is to find out how deeply ingrained the incompetence 
is and to unlearn it. 


CONCLUSION AND IMPLICATIONS 


Leadership effectiveness is strongly associated with the ability 
to learn and change mental models. Only after uncovering 
their internal assumptions can marketers create a future that’s 
different from their past. According to Peter Senge, managing 
mental models involves identifying, clarifying and changing 


THE BIG SHIFT | 143 


one’s mental model and its component assumptions. It’s only 
through such a process of deconstruction that mental models 
can be challenged, enabling marketers to identify new ways 
of looking at an old problem differently. The current socio- 
political and economic climate requires a new approach that 
requires leaders to think differently about how change occurs 
and how professionals develop themselves and work with 
each other. For example, how can a manager deal effectively 
with an interpersonal problem in their unit if they have certain 
opinions about an individual? To be an effective leader 
requires the discipline of mental models, which means being 
able to modify assumptions in order to show the true causes 
of problems. 

The fact is that leaders today frequently face challenges 
and opportunities that cannot be adequately addressed by 
reflecting on the past. Organizational leaders must be able 
to overcome the limitations of their own mental models to 
develop a new understanding that will ensure the development 
of innovative and effective strategies to deal with a new 
reality. In his book Community: The Structure of Belonging, 
Peter Block suggests that a paradigm shift in management is 
needed to focus on what companies can create, rather than 
on what problems they can solve. From Block’s perspective, 
in order to nurture the possibility of a future different from 
the past, marketers must move away from low-hanging 
fruit and cultivate more sustainable solutions rooted in 
meaningful questioning and engagement. Only through such 
transformative participation can our fragmented worldview 
be replaced with an integrated whole systems mental model. 
Because learning involves a movement of the mind, the 
primary task of leaders today is to be learners themselves 
and to promote and facilitate learning so that people can 
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continually expand their capabilities to clarify their vision, 
understand complexity and improve shared mental models 
within their teams and across the organization. Only then can 
corporations begin to make The Big Shift. 
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CHAPTER 


SEVEN 


arketing effectiveness is a two-sided coin. Marketing 

is built around identifying consumer insights and 

developing powerful communication strategies. Being 
effective deals with creating organizational capabilities to drive 
a sustaining a competitive advantage. Over the course of my 
career, | have learned it is much easier to change consumer 
behavior than it is to transform an organization. Corporations 
built in the 20 century will die if they do not adapt to the 
changing environment. The challenge in prescribing a fixed 
set of solutions, however, is that all corporations do not share 
the same institutional knowledge or face similar competitive 
threats, making a one-size-fits-all strategy difficult to remedy 
all of corporate America’s ailments. 

In this chapter, | propose a number of key success factors 
that will help companies sustain growth. | discuss the so- 
called “paradox” in building core competencies and ends 
with a practical marketing framework proven to drive firm 
performance. Successful companies in the 21 century will need 
to develop a set of dynamic capabilities to address an ever- 
changing demographic and business landscape. As such, the 


14] 


148 | DR. JAKE BENIFLAH 


purpose of this chapter is to help corporate America get ready 
for a multicultural America. 


ORGANIZATIONAL CAPABILITIES 


Based on the Resource-Based View, organizational capabilities 
are considered a major source in generating and developing 
a sustainable competitive advantage.%°° 3°” Markets in which 
firms compete for pre-eminence must build capabilities 
that are heterogeneous across their competitive terrain. By 
leveraging these differences, organizations build a competitive 
advantage to drive and sustain long-term growth.*°%3!° A firm’s 
strategic position, as a result, can vary significantly based on 
the availability and allocation of resources that are unique and 
relatively superior to other organizations. The central notion of 
developing a sustainable competitive edge is for an organization 
to create more value than the least efficient competitor.*" 

For those interested in understanding its origins, building 
organizational capabilities has been based on evolutionary 
economics.?34 Capabilities are developed in the context of 
organizational resource allocation, which is embedded in 
idiosyncratic social structures. On this basis, capabilities are 
conceived as distinct behavioral patterns. These are not only 
complex in nature and involve formal and informal processes*"3"” 
but representative of a repository of historical experiences and 
organizational learning.*" It is the compilation and integration 
of these building blocks that serve as the foundation of a 
sustainable competitive advantage. 

Although organizational capabilities have been vaguely 
defined,?!? they are referred to in a number of ways: core 
competencies, *”° collective skills,*2! complex routines, *? critical 
success factors and best practices. These capabilities do not 
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represent a single resource, but rather a distinctive way in which 
companies allocate their internal and external resources. At 
play are complex processes across different functions of an 
organization that can make its value proposition nearly non- 
imitable and unique to that firm. In contrast to rational choice 
theory, whose focus is on single actor decisions, organizational 
capabilities are seen as collective and socially embedded in 
nature. They are brought about by social interactions and 
represent problem solving in a collective manner that is driven 
by people and organizational processes.*73 

In developing organizational capabilities in highly volatile 
markets, the reliance on a specific set of nurtured capabilities 
has been called into question. Instead, the emphasis must 
shift to a company’s ability to change and quickly generate 
new capabilities as a prerequisite of a sustained competitive 
advantage. The salient concepts in this debate are “dynamic 
capabilities” **32° and “dynamic core competencies,” **9 33° both 
of which call for a profound dynamization of organizational 
capabilities. 

The notion of “dynamic” is central to creating the continuous 
renewal of organizational capabilities, thereby matching the 
demands of a rapidly changing environment. As such, the 
concept of dynamic capabilities upends the Resource-Based 
View, insofar as how fluid and flexible a company’s organizational 
capabilities need to be in response to the unfolding business 
environment.*3'! Dynamic capabilities must meet three important 
threshold requirements: problem solving and complexity; 
practicing and success; and reliability and time. 
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PROBLEM SOLVING AND COMPLEXITY 


Capabilities are conceptualized in the context of collective 
organizational problem solving. Capable firms are assumed 
to solve emerging problems effectively. A capability is not 
attributed, however, unless outstanding skills have solved 
extraordinary problems. The notion of complexity refers to 
the characteristics of problems and decision-making under 
uncertainty,*** #73 addressing ambiguous, ill structured tasks.%4 
355 Solving complex tasks requires sophisticated abilities with a 
broad absorptive capacity, which refers to a company’s ability to 
recognize the value of new information, assimilate it and apply 
it to commercial ends.**° 37 As is well known from cybernetics, 
complexity needs complexity.*7° The complexity of a capability 
reflects the internal requirements for mastering complex tasks. 

Problem solving can be defined as a sequence of generating 
complex combinations of cognitive and habitual acts.*9 These 
acts focus primarily on finding all the relevant resources needed 
and combining them effectively.74° Due to its complexity, the 
organization may effectively solve challenging problems without 
understanding the inherent logic of its capability; its internal 
functioning is likely to remain opaque. Organizational capabilities 
are not the result of planned corporate conduct. They emerge 
incrementally from daily interaction and are often considered 
mysterious social phenomena.*™“' 


PRACTICING AND SUCCESS 


Capabilities are closely related to action. Embedding 
organizational capabilities into an organization’s practices means 
that a capability represents more than explicit knowledge. 
Capabilities are fundamentally embedded in emotions, mental 
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models and tacit knowledge.**? 343 Practicing a capability has 
been referred to as a “generative dance” between explicit and 
tacit elements.344 

Capabilities are also bound to performance; they are 
conceived as actions that are recognized and valued within 
an organization.**° 346 However, they are only recognized as 
and attributed to organizational performance when they drive 
success relative to its nearest competitor. Finally, and most 
importantly, a single case of mastering a problem situation 
does not amount to an organizational capability. The notion of 
capabilities refers to habitualized action patterns or routines, 
which some researchers refer to as the building blocks of 
organizational capabilities.447 379 


RELIABILITY AND TIME 


In order for something to qualify as a capability, it must work 
in a reliable manner.*°° A set of problem-solving activities is not 
called a capability unless it has been proven to be successful 
across various situations and organizations. As a consequence, 
for an organization, the ability to transform an accidentally 
successful coordination effort into a reliable problem-solving 
pattern is of critical importance.*! %* A singular success can 
trigger the building of a capability, but a capability is not actually 
constituted unless a reliable practice has evolved over time. 
An organizational capability, in fact, is a historical concept by 
its very nature, integrating past experiences with the present 
problem-solving activities and a prospect for future direction 
of resource allocation. 

Stressing the historical nature of organizational capabilities 
suggests that time is a basic dimension of capabilities. Capability 
development comes close to a chain of reactions triggered by 
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an initial event, thereby establishing a capability trajectory. 
Capability development takes time, and the specific way in 
which time is spent (i.e., the intensity, frequency and duration of 
social interactions) is relevant for the creation of a capability. At 
the same time, the particular importance of this process means 
that there are no time compression economies.**? It should be 
reiterated that it is exactly this time-intensive dimension that 
makes up the inimitable essence of organizational capabilities.*°* 
355 Time gives organizations the ability to develop capabilities 
that not only are unique but provide a competitive advantage. 

Overall, any organizational capability is the result of an 
organizational learning process in which a specific way of 
selecting and linking resources gradually develops. Although 
organizational capabilities apply to various problem situations, 
they do not necessarily apply to all problems. Sometimes they 
are formed through successful responses to specific historical 
challenges and are therefore bound to specific types of 
problems.*°° Problem solving is inherent in organizational design, 
information procedures, micropolitics and communication 
channels, among other organizational elements. All of these 
elements shape organizational capabilities and thus define their 
unique distinctiveness.*” 


THE PARADOX IN ORGANIZATIONAL CAPABILITIES 


Developing organizational capabilities is a prerequisite for 
market success. But that success often times comes with a 
heavy price, particularly for firms that are in highly volatile 
markets or where technology and subsequently consumer 
behavior is rapidly changing. Needless to say, capabilities are 
considered core if they differentiate a company strategically. 
Core capabilities evolve, and a company’s survival depends on 
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their ability to successfully manage that evolution. However, 
organizations face an interesting and unexpecting paradox: Core 
capabilities simultaneously enhance and inhibit development. In 
other words, core competencies can lead to core rigidities.°°° The 
fundamental issue is that organizations are unable to change their 
familiar ways of doing when confronted with new developments 
in their external environments. This inherent tendency toward 
inertia is one of the reasons why companies must develop and 
foster capabilities that are dynamic. This paradox is rooted ina 
number of factors. | outline three of them: (1) path dependence, 
(2) structural inertia and (3) organizational commitment. 


PATH DEPENDENCE 


Organizations are often overly persistent in their strategic 
orientation, which has been explained by a phenomenon called 
path dependence. This concept refers to a company’s current 
and future decision capabilities that are imprinted by past 
decisions and their underlying patterns.%°9 36° In many cases, 
path dependence means more than mere historical imprinting. It 
refers to forceful dynamics that help drive increasing returns.*°! 
Successful combinatorial activities generate positive feedback 
loops that serve as self-reinforcing processes. These processes 
may establish strategic paths that are prone to narrowing 
the scope of strategic management.***3°4 Often, a specific 
orientation becomes locked within an organization, and all 
strategic alternatives are subsequently ignored. The same is 
true for capability building where positive feedback processes 
are likely to bring about path dependence. Organizational 
capabilities are prone to becoming fixed to strategies that have 
proven to be successful in an organization’s past, which limits a 
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company’s desire or ability to explore new strategies that may 
be better suited for a different future. 


STRUCTURAL INERTIA 


Organizational inertia is a precondition for organizational 
success.*©> Inertia is needed to make an organization reliable 
and identifiable as a distinct unit. It is, in fact, a requirement for 
guaranteed survival. But, paradoxically, inertia brings about the 
risk of maladaptation. In the face of a changing environment, 
organizations are bound to their stabilized structures. Central 
to survival, in the end, is for an organization to overcome 
organizational inertia. 

Other approaches locate organizational inertia primarily 
in other mechanisms such as change-inhibiting organizational 
cultures.%6¢ Another stream of research addresses the capability 
paradox in the context of organizational learning.*°’ The 
basic idea is that focusing on improving existing capabilities 
makes experimentation with alternatives less attractive.%° 3”! 
By exploiting current strengths, there is a tendency to crowd 
out explorative activities that go beyond the beaten track. 
As organizations develop greater competence in a particular 
activity, they engage in that activity more, thus further increasing 
competence and the opportunity cost of exploration.*”? These 
exploitation processes not only lead to a fixation on existing 
capabilities, but also prevent developing new capabilities.*”% 
Thus, capability development resides in the well-known 
trade-off between exploitation and exploration processes in 
organizational learning.?” 
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ORGANIZATIONAL COMMITMENT 


Further insight into the nature of the capability paradox 
is based on the commitment of an organization, which 
highlights the binding effects of investments and the resulting 
persistence of organizational strategies.*”° Commitment to a 
particular strategy is considered the prerequisite for sustained 
competitive advantage. Firm-specific investments are needed 
to build heterogeneity and superior performance.3”© However, 
investments in firm-specific resources are likely to be irreversible 
and rigid because the cost of separating and abandoning such 
sticky resources is too high. The consequence is that resource 
commitment tends to restrict an organization’s options and 
flexibility.7””? The more dynamic the environment, the higher the 
implied flexibility risk.7’”8 Capabilities do not actually represent 
a specific single resource; they become the combination and 
linking of resources. 

Resources and capabilities represent two different 
conceptual levels with their own dynamics. The commitment 
to resources resulting from specific investments should be 
clearly differentiated from commitments evolving when 
practicing capabilities. This differentiation implies a separation 
of resource-based inertia and capability-based rigidity.*”° In the 
end, organizations seeking a sustained competitive advantage 
will need to be committed toward building a set of capabilities 
but remain flexible enough to change their commitments given 
the changing external environments. 


EMPIRICAL FRAMEWORK 


The following part of this chapter introduces a framework that 
can help organizations drive a competitive advantage in a 
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multicultural America. It isan empirical model that | have adapted 
to help corporations in any business category develop dynamic 
capabilities.7°° The proposed framework is prescriptive, helping 
organizations develop the right type of marketing capabilities 
and market orientation to align with a changing environment. 
This model can be used as a benchmark to measure a company’s 
dynamic capabilities over time. 


MARKET ORIENTATION 


Let me begin by reviewing the theoretical underpinning of the 
proposed framework. Dynamic Capability Theory posits that 
organizational performance is a by-product when specific 
resources are acquired and deployed as capabilities in order 
to match the firm’s dynamic market environment.*8"383 Over 
time, these capabilities involve complex coordinated patterns 
of skills and knowledge that become inscribed as organizational 
routines*** and are distinguished from other organizational 
processes by performing better than its rivals.%8° 78° Capabilities 
are dynamic when they enable a firm to implement new 
strategies to reflect changing market conditions by combining 
and transforming available resources in new and different 
ways.°8” 

In addition, research indicates that while possessing 
valuable, rare, inimitable and non-substitutable resources 
may be beneficial, organizations also require complementary 
capabilities to be able to deploy available resources in ways 
that match the market conditions to drive firm performance.?°° 
389 Market orientation is the extent to which a company engages 
in the generation, dissemination and response to market 
intelligence pertaining to current and future customer needs, 
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competitor strategies and actions, channel requirements and 
abilities and to the broader business environment. 

Drawing on the traditional Resource-Based View, research 
suggests that firms with superior market orientation achieve 
superior business performance because they have a greater 
understanding of customers’ expressed wants and hidden needs, 
competitor capabilities and strategies, channel requirements 
and developments and the broader market environment than 
their rivals.3%' 3° This represents a “know-what” advantage 
that enables the firm to be both more effective and efficient 
by allowing managers to select the most productive available 
resource combinations to match market conditions.°% 


MARKETING CAPABILITIES 


Considerably less attention has been paid to the capabilities 
by which firms deploy their market orientation into target 
markets. Capabilities may be viewed at different levels in the 
firm, many of which cross different functional areas.*°4 However, 
capabilities relating to market resource deployment are usually 
associated with the marketing function.°% 79° As depicted in 
Figure 7, there are two interrelated marketing capability areas: 
capabilities concerning individual marketing mix processes, 
such as product development and management, pricing, selling, 
marketing communications and channel management?” and 
capabilities concerned with the processes of marketing strategy 
development and execution.%%* 39° These capabilities may be 
rare, valuable, non-substitutable and inimitable sources of 
advantage that can lead to superior firm performance.4°° 4°! 
As knowledge-based processes become embedded over time, 
these capabilities become difficult for competitors to imitate.*° 
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THE INTERACTION EFFECT 


Both the Resource-Based View and its Dynamic Capability 
extensions reinforce the importance of the interaction between a 
firm’s “know-what” knowledge resources and its complementary 
“know-how” deployment capabilities.4°% This suggests that a 
firm’s market orientation and marketing capabilities may interact 
to align its resources with its market environment better than 
its rivals.404 405 

There are two main reasons to expect such an interaction. First, 
resource-based theory indicates that deployment capabilities 
offer economies of scale in their knowledge resources.*°° 4°” 
Marketing capabilities are viewed as important market-relating 
mechanisms by which superior market knowledge may be 
deployed by companies to generate profits,4°8 409 making them 
particularly complementary with firms’ market orientation.*”° 

Second, as market orientation and marketing capabilities are 
complementary to one another in ways that generate superior 
economic value, and each may be viewed as an individual 
source of competitive advantage, the interaction between 
market orientation and marketing capabilities possesses the 
characteristic of asset inter-connectedness.*" This creates causal 
ambiguity that makes it particularly difficult for competitors 
to disentangle the source of a firm’s observed performance 
advantage.*” It also requires that a rival company acquire both 
the interconnected market orientation and marketing capabilities 
of a high-performing firm that bases its strategy on these co- 
specialized assets to be able to compete away its performance 
advantage.*!*-4'5 
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CONCLUSION 


Leaders in major corporations are likely to spend years building 
their best practices with the plan of deploying resources 
that provide their organization with a sustaining competitive 
advantage.*"* In this chapter, | discuss the paradox that exists 
in building core competencies. Corporations in high volatile 
markets are likely to experience diminishing returns from 
their core competencies given that they no longer help the 
organization navigate the dynamic landscape effectively. 

There is research to support the Resource-Based View in 
directly linking market orientation with firm performance.*” 
Consistent with the Resource-Based View and Dynamic 
Capabilities Theory, which propose that the differences in 
performance between firms can be explained by the heterogeneity 
in organizational capabilities, research has shown that there 
is a significant direct relationship between firms’ marketing 
capabilities and organizational performance.4* While the notion 
that market-relating capabilities are key to understanding firm 
performance,*"? it has received little empirical interest,47° and 
even less attention on the types of market-relating capabilities 
that are needed in a changing multicultural America. Rather than 
provide a one-size-fits-all, pre-fixed solution, | believe companies 
will fare better if they develop unique dynamic capabilities that 
effectively address their changing demographic and business 
landscapes.*! 474 The proposed model outlined in this chapter 
can serve as one framework that will better prepare corporate 
America for a multicultural America. 
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CHAPTER 


EIGHT 


© put a spin on a common phrase, demographic diversity 

is destiny. The U.S. multicultural population is the fastest 

growing segment of the U.S. population.473 Already more 
than 120 million strong and increasing by 2.3 million per year, 
424 the U.S. multicultural population is indisputably the growth 
engine for leading corporations, today and in the future. Latinos, 
African Americans, Asians and all other multicultural consumers 
make up close to 40 percent of the U.S. population, with the U.S. 
Census projecting that they will become a majority by 2043.42 

Today, some of the largest cities in the United States are 
driven by the multicultural population. New York is 68 percent 
multicultural.47° Chicago, 70 percent.*?” Dallas, 71 percent. 
428 Los Angeles, 73 percent.*7? Miami, 90 percent.*2° Hawaii, 
California, Nevada, New Mexico, Texas, and Maryland are all 
multicultural majority states.**' And nationwide, there are almost 
300 counties (as of 2019) where the majority of the population 
is multicultural.**2 The stark reality of a shifting demographic is 
here. Right now. It’s not a futuristic phenomenon. It is a reality 
that impacts our country, our communities and commerce, from 
large corporations to small mom and pops. 
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The United States will be shaped and influenced by its growing 
multiculturalism. According to Census projections, Latinos will 
account for more than 50 percent of all U.S. population growth 
by 2020 and 85 percent by 2050.*°? African American growth 
will accelerate to 18 percent of total population growth by 2020 
and increase to 21 percent by 2050, while Asian Americans 
will be responsible for 15 percent of total growth by 2020 and 
increase to 19 percent by 2050.*74 Non-Latino Whites, on the 
other hand, are projected to decline by 6 percent in 2030, by 29 
percent in 2040, and by 39 percent in 2050.*%° 

Today, virtually all marketers are aware of these seismic 
shifts. The key to unlocking growth opportunities - at the brand 
level - is couched in the following question: How can corporate 
America drive growth in a multicultural America? 

| have attempted to answer this question using the traditional 
Resource-Based View. Currently a dominant view of business 
strategy, the Resource-Based View is based on the notion that a 
firm is a collection of unique capabilities.4%° Traditional strategy 
models, such as the Five Forces Model, focus on a company’s 
external competitive environment and do not attempt to 
look within the firm.43”? The Resource-Based view, in contrast, 
highlights the need for a fit between the external market context 
and a firm’s internal capabilities. 

The Resource-Based View is grounded in the perspective 
that a firm’s resources and capabilities are more important 
to strategy than its external environment. Instead of focusing 
on the accumulation of resources necessary to implement 
strategy dictated by the constraints imposed by the external 
environment, the Resource-Based View suggests that a firm’s 
unique internal resources and capabilities provide the basis for 
strategy. The strategy chosen should allow the firm to best 
exploit its core competencies relative to opportunities in the 
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external environment.**® A sustainable competitive advantage 
is, therefore, achieved by continuously developing existing 
resources and capabilities and by creating new ones, in response 
to rapidly changing market conditions. 

In this book, | have proposed that corporations must develop 
a new set of capabilities to drive strategy in an increasingly 
diverse America. If they do not adapt, they will die (a slow 
death). Their competition, which at some point will address 
the changing landscape more effectively and efficiently, will 
take their business. These capabilities are based on two key 
competencies: (1) hiring and developing multicultural marketing 
specialists who are also subject-matter experts in key disciplines 
(i.e., strategy, media, technology, etc.) and (2) developing a 
corporate culture that reflects a 21s+-century America. Companies 
that challenge the status quo and their ethnocentrism will have 
the opportunity to better understand their evolving consumer. 

Internal processes will need to reflect the New Mainstream. 
This means building a strategic process that leads with Latino 
and African American consumer insights, from creating a 
strategy, to developing inclusive creative briefs, to measuring 
the impact of campaigns across target segments. Inclusive and 
diverse at its core, this new form of “total market” that leads with 
the multicultural population will become the de facto marketing 
standard in the 21* century. When embraced, this approach will 
supersede all other marketing practices and become the new 
marketing paradigm. 

So how do clients move toward this new reality? To answer 
this question, | have outlined a 2x2 model based on four 
quadrants that will guide the advertising and marketing industry 
through the evolution (or steps) necessary to win in a diverse 
marketplace. Quadrants One and Two represent a starting point 
for many entrants in multicultural marketing whereas Quadrants 
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Three and Four are fertile spaces for companies with a bit more 
experience in marketing in a multicultural America. 

In Chapter 4, | introduced the Four-Quadrant Model 
of Cultural Marketing, which helps explain the evolution of 
marketing communications in detail. The model features four 
quadrants based on two variables, language and consumer 
insights. The language axis is operationalized in two ways: 
Spanish and English. The consumer insights axis is comprised 
of two dimensions, mainstream and multicultural. While the 
marketplace is dynamic and complex, and a 2x2 matrix has 
its limitations, the proposed model is nevertheless robust in 
capturing the nuances of consumers and the various marketing 
approaches in the United States. Marketing strategy needs to 
be analyzed by the climate in which it is created, by the people 
who create it and by the political and business forces that shape 
it. The 2x2 framework yields powerful actionable insights for 
brands. 

Quadrant One encompasses clients and advertising agencies 
with the least amount of expertise in targeting multicultural 
consumers. A client in Quadrant One is likely to think about the 
multicultural consumer after developing their general market 
strategy. The outcome may look like a general market strategy 
(or execution) that is literally translated to reach Latinos or Asian 
consumers. Quadrant Two is based on the adaptation of the 
general market approach, often based on a singular strategy, but 
with different executions to address cultural nuances. Quadrant 
Three is the closest to executing a pure segmentation approach, 
with an original strategy and execution for different multicultural 
consumers. These consumers are not effectively reached by 
English-language media. Quadrant Four is based on a strategy 
developed and executed for a multicultural audience in English. 
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Given the demographic changes in our country, Quadrant Four 
will redefine mainstream marketing, as we know it. 

| should point out that no single approach will satisfy all 
client objectives. The “one-size-fits-all” total market approach 
is a panacea. To drive maximum growth, | have suggested that 
companies align with Quadrants Three and Four. The fundamental 
question for brands is: Which segments are responsible for 
driving volume and growth? Those are the segments that 
need to be prioritized. Moving forward, it is unthinkable that 
the multicultural population will continue to be relegated to 
a segmentation strategy when they represent more than 65 
percent of the total population in the majority of America’s big 
cities. Corporations will need to be more effective in measuring 
and attributing sales to specific multicultural consumers. The 
solution will require companies to develop customized analytic 
models that address their marketing mix. The proposed 2x2 
matrix can help brands actively manage their trajectory and 
understand what they need to do to win with different ethnic 
and racial consumers, including non-Latino Whites. 

The billion-dollar question is: What does marketing look like in 
the future? Culture is the common denominator in a multicultural 
America, and marketing in the 21 century is multicultural at its 
core. The popular in-culture marketing approach will continue 
to support brands in the in-language vertical and brands will 
rightsize their investments in this silo. More companies will 
learn that their core customers are multicultural, and consumer 
insights will be led by Latino and African American consumers. 

Based on my 30 year career in the advertising and marketing 
industry, | want to leave you with what I’m calling the “Ten 
marketing rules to winning in a multicultural America.” You can 
think of them as best practices. 
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10 Beware of false prophets and marketing practices “du 
jour.” 

Build a learning organization. 

Build dynamic capabilities for your firm. 
Build an organization of the 21* century. 
Integration will enable business growth. 
Measure what matters with granularity. 

Kill ethnocentrism at all cost. 

Love and listen to thy customer. 

The New Mainstream is multicultural. 
Marketing starts and ends with the customer. 
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In closing, developing and implementing strategy for the 
New Mainstream is relatively easy, compared to the work that is 
required to reinvent the culture of an organization rooted in the 
20" century. As you think about your company’s path to success, 
| end this book with the following Hindi adage: “As your deed is, 
so is your destiny.” 

Is your company ready to make The Big Shift? 
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